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PURSUANT TO RULE 8 OF THE RULES OF PROCEDURE, THE CHIEF EXECUTIVE, THE HONOURABLE TUNG CHEE-HWA, ATTENDED TO ADDRESS THE COUNCIL AND TO RECEIVE QUESTIONS.





�
PRESIDENT (in Cantonese): Would Members please remain standing for the Chief Executive?








CLERK (in Cantonese): The Chief Executive.








PRESIDENT (in Cantonese): Please be seated.  Honourable Members, I would first invite the Chief Executive to address the Council, the Chief Executive.








CHIEF EXECUTIVE (in Cantonese): Madam President, Honourable Members, I am very pleased to discuss with Honourable Members in this Council issues we are all concerned about at the beginning of a new year.  These few months have been a very eventful period for Hong Kong, in particular, the Asian financial market has tightened again, bringing adverse effects on Hong Kong.  I would like to express my views on the economic and financial problems of Hong Kong below.





	In these one to two weeks, there has again been a turmoil in the Asian financial market, and pessimism filled the whole market.  In the last six months, the Asian financial turmoil which has arisen all of a sudden affected many countries and regions.  Although Hong Kong has a good foundation and sound financial system, it was unfortunately also affected and dealt a great blow.  Our financial market and economic system were challenged and the public greatly distressed.  Although we hope that this financial turmoil is dying down, we believe that there will still be repercussions and we should be highly vigilant at all times.





	Some external and financial specialists have analyzed the cases of countries most seriously affected by this financial turmoil and arrived at rather similar conclusions that these countries have some obvious features which mainly include excessive foreign debts, especially short-term foreign debts, inaccurate estimation of investment results, unsound bank supervision systems, and improper macroscopic economic management.  Speculators took advantage of these fundamental weaknesses which need adjustments in the first place and, as a result, the Asian financial markets suffered great calamities.








	Hong Kong has a good economic and financial foundation, sound and well-established financial monitoring systems and sufficiently huge fiscal reserves.  The Government adopts conservative fiscal policies and has no foreign debts while private organizations adopt conservative fiscal management methods and borrow foreign debts.  As speculators stirred up trouble in our stock and futures markets and questioned our determination and ability to maintain the linked exchange rate, the linked exchange rate system in Hong Kong and even our financial and economic system as a whole are now severely tested.  Under such a financial situation, a pressing task for the Special Administrative Region (SAR) Government is to adopt all strong and powerful measures to ensure the stability of our economic system.





	To ensure the stability of our economic system, the most fundamental task is that the SAR Government must be firm and unshakeable and maintain the linked exchange rate as this is the basic policy for maintaining our economic stability and prosperity.   We are able to maintain the linked exchange rate with our sound economic foundation, huge fiscal reserves, well-established financial system and supervision mechanism.  The scary examples of some Asian countries make us even more determined to maintain the linked exchange rate.  If Hong Kong does not insist on maintaining the linked exchange rate, the result will surely be inconceivable.  Undoubtedly, in the course of maintaining the linked exchange rate, Hong Kong dollar interests will increase, property prices will fall and share prices will remain low, the tourist industry will suffer poor business and the public's consumption desire will dwindle.  Our economic growth will obviously slow down this year and the number of unemployed people will increase.  If the external factors do not clear the gloom soon, 1998 can be a rather difficult year for us.





	The SAR Government fully understands and realizes the pains suffered and problems faced by the public during this financial turmoil.  From another perspective, our economy really had some worrying problems in these few years: an upsurge in the prices of real estates, the excessively speedy rise in salaries, the adverse effects of economic transformation, and an inflation rate which has remained higher than those in European and American countries for many years.  If we allow these problems to develop unrestrained and fail to address them, this will surely affect our competitiveness, economic vitality, and the immediate interests of every person.  Therefore, from this perspective, this financial turmoil has the positive effect of adjusting our economy.  Lower property prices, and an adjusted and slower rise in salaries will slow down the speed of increase in the inflation rate, help enhance our economic competitiveness, and be good for keeping our economy healthy and maintaining its continuous and long-term growth.





	This financial turmoil and the policy for maintaining the linked exchange rate really bring the public pains.  We are gravely concerned about this but I deeply believe that, with a good economic foundation and the background of the strong economic development of our country, we will certainly be the first region to stand up in the wake of this financial turmoil.  At present, our economy has entered a stage of adjustment, and under a free market economy, we can hardly provide miraculous cure with instant effects; but we do have huge fiscal reserves.  While the SAR Government maintains these huge fiscal reserves which give play to the important functions of stabilizing our economy and maintaining the linked exchange rate, we will also use the reserves to carry out various capital construction projects set out in the policy address in an unflinching manner.  In fact, since the outbreak of the financial turmoil, the Government has been actively considering other feasible measures for increasing our economic vitality in order to tide over the crisis with the general public.





	I know Honourable Members are deeply concerned about the housing problem and I would like to take this opportunity to reiterate our stand.  We do not wish to see an upsurge in property prices in Hong Kong and we certainly do not wish to see them collapse.  In fact, real estates is a very important pillar of our economy, many people have put their life-long savings in properties and property prices are very important to the stability of the banking system.  Therefore, the Government will keep a close eye on the development of the property market especially at this time.





	As regards the community as a whole, I hope that all Hong Kong people will see what Hong Kong can achieve at difficult times, and that we have superior development potentials.  They should realize that although we are now facing problems, what matters is on how we can overcome these short-lived difficulties and fight for even better achievements.  As I just said, the Asian financial turmoil impedes our development but our foundation has remained intact.  Conversely, this financial turmoil has given us a chance and allowed us to expeditiously make adjustment to all the favourable factors which we still have.











	As forecast by government departments, although our economic growth will obviously slow down in 1998, our economy will still be growing.  There is no reason why we should lose confidence in ourselves or think that Hong Kong will never be able to scale another peak after this battle.  We are optimistic about Hong Kong's favourable factors and its ability to flexibly adapt to adversities.  We particularly should not forget that, on 1 July last year, Hong Kong reunited with our motherland, political powers were smoothly handed over and "one country, two systems" successfully implemented.  We are now "masters of our own house" and this was an important event for which we should rejoice, celebrate and be really proud of.  There are no reasons at all why our fighting spirit should be watered down by a financial turmoil.  The Central Government has deep trust in Hong Kong people and fully believes that we can manage Hong Kong well under the guiding policy of "one country, two systems".  While the Central Government and the whole country have trust in us, there is no reason why we should not trust ourselves.  Moreover, I wish that the more difficult the situation, the more united we will be and the more we need a harmonious society in which people sincerely co-operate.  I wish that the Government, Honourable Members and the public will join hands to create such a social environment.  I would like to thank you all and am prepared to answer your questions.








PRESIDENT (in Cantonese): Honourable Members, I have indicated to the Chief Executive that Members will ask questions on three aspects, namely, economy and finance; avian flu and environmental hygiene; and mother-tongue education.  Certainly, this does not rule out the possibility that Members may ask questions on other aspects.  I would first invite Members who have previously not asked questions during the Chief Executive's Question and Answer Session and then invite those who have previously asked questions to raise theirs.  After a Member has put his question, he can ask a very simple supplementary question but it must be directly related to the question just asked.  Mr Allen LEE.








MR ALLEN LEE (in Cantonese): Madam President, I am glad to see that the Chief Executive's determination is so strong, and that he knows a lot about the economic problems faced by Hong Kong now.  The SAR Government possesses huge reserves; it is indeed a very rich government.  But the broad masses are going through an extremely difficult period.  So, will the Government freeze all its fees and charges this year?  Mr TUNG said that although we would have a sluggish economy, our GDP would still have real growth.  Can Mr TUNG tell us his expected rate of growth for Hong Kong?








CHIEF EXECUTIVE (in Cantonese): I think the success of Hong Kong is largely attributable to the policy of prudent financial management which we have been adhering to.  So, it is very important that we must continue to maintain this policy of prudent financial management.  With the huge reserves we now have, we will be able to tackle any external threats to our economy with ease and confidence.  So, I think we will continue to adhere to this policy.  As for the measures we need to adopt... well, the Financial Secretary is also here ...... we have conducted a lot of studies.  When the time is ripe, we would certainly announce our measures.





     On our growth rate, we can of course notice that a lot of projections have been made.  The projection of the International Monetary Fund is 4%, and it has been echoed by some banks recently.  I also hope that we can really attain this 4% growth, but whether this is possible will depend on many external factors.   


 





PRESIDENT (in Cantonese): Mr Allen LEE.








MR ALLEN LEE (in Cantonese): Madam President, so even the Chief Executive finds it hard to make any projection on our economic growth.  Also, he seems a bit evasive regarding my question on the Government's huge reserves.   He should understand that it is the common people, not the Government, who are having great difficulties now.  When our economy ran into troubles in the past, the Government at that time did try to take the lead in relieving the people's plight.  In the present circumstances, keeping money in the pocket of the Government is not very meaningful.  What is most meaningful instead is to put money back into the pockets of the people.  One way to do this is of course to freeze government fees and charges.  Although the Chief Executive has not given a definite reply to my question, I still hope that he will consider my suggestion carefully.  I mean that even though the Financial Secretary has already finished drafting his Budget, there is still time for him to make changes and to freeze government fees and charges.








CHIEF EXECUTIVE (in Cantonese): Let me explain this a little but further.  I understand that many issues are now being actively considered.  But whatever these considerations are, we will not depart from the policy of prudent financial management.  Let me just remind Honourable Members what I have laid down in my policy address.  In the next four to five years, we will invest as much as  $135 billion in various infrastructure projects, bringing improvements to our education system and so on.  This amount of investment does not cover the three railway projects, namely, the Junk Bay MTR extension, the Ma On Shan Rail Link and the West Rail.  If these three railway projects are to be completed over the next four years, they require a combined investment of $100 billion.  These are huge investments, and very important ones as well, because they will not only create more land but also make our transport system more efficient and foster economic growth.  That we are able to make these investments is because we have the huge reserves.  I would say that this consideration is more important then anything else.      








PRESIDENT (in Cantonese): Mr NGAN Kam-chuen.








MR NGAN KAM-CHUEN (in Cantonese): Madam President, a moment ago, Mr TUNG referred to the policy address he delivered last year.  I can remember that in the concluding paragraph of this policy address, Mr Tung urges the public, Honourable Members and government officials to have confidence.  The results of the land auction the day before yesterday, I must say, are not encouraging at all.  This has given rise to the worry that property prices may fall.  Mr Tung talked about his wish for a "soft landing".  But are we having a "panic landing" instead in the property market?  Does Mr TUNG worry that the confidence crisis among members of the public may intensify?  What measures does the Government have in dealing with the current state of the property market?








CHIEF EXECUTIVE (in Cantonese): As I pointed out just now, the property market is an important pillar of our economy.  That is why we are very concerned about property prices.  Recently, property prices were prompted to adjust very quickly in response to high interest rates.  This, in fact, also happened in the past.  Between 1994 and 1995, as Honourable Members may recall, property prices went down by as much as 30%.  But then they soon went up to the original levels again.  So, the important thing is to remember that housing demand in Hong Kong is very great.  The population of Hong Kong increases very rapidly, and the rate of increase for last year is 3%, or, in other words,    180 000.  That is why there is always a great demand for housing in Hong Kong.





	Honourable Members may still remember that I have expressed the hope to reduce the waiting time for public housing from six or seven years now to three years.  This means that we still have a lot of work to do in the area of housing, and we must remain confident of the sustained growth of our economy.  Property prices have indeed undergone some short-term adjustments.  But I believe that given time, and when external uncertainties are removed, property prices will stabilize.








PRESIDENT (in Cantonese): Mr NGAN Kam-chuen.








MR NGAN KAM-CHUEN (in Cantonese): Just now, Mr TUNG urged all of us to cast away our worries and remain confident about the future of Hong Kong.  But members of the public would still want to know whether the Government would take any measures to deal with the current situation.  Can the Government announce some measures so as to restore public confidence?  A prolonged period of difficulties may well shake the confidence of the people, though they are still confident now.  But if things go on like this, their confidence may wear thin.  How is the Government going to consolidate the people's confidence?








CHIEF EXECUTIVE (in Cantonese): I think the greatest confidence-booster for the people will be our successful attempt to maintain the linked exchange rate.  As long as we can maintain it, our economy will return to normal when outside uncertainties disappear.  We have closely followed the developments outside our country.  Signs are that the situation is improving.























PRESIDENT (in Cantonese): Dr Charles YEUNG.








DR CHARLES YEUNG (in Cantonese): Madam President, according to some  critics, the Government's handling of the financial turmoil and the bird flu over the past few months has revealed that it is incapable of dealing with emergencies and crises.  Does Mr TUNG think that there is a need for Hong Kong to follow the example of foreign countries, where separate government departments are set up for the specific purpose of handling emergencies and disasters. 








CHIEF EXECUTIVE (in Cantonese): Both the financial turmoil and the bird flu are, I think, emergencies.  My own evaluation is that overall, the Government has done a very good job in handling these two cases.  In the months following the reunification, SAR Government has managed to function normally, maintaining not only the social order but also the economic order, in spite of headaches like the financial turnmoil and the bird flu.  But as far as each of these cases is concerned, is there still room for improvement for the Government, including me?  The answer is of course "yes".  Complacency has no place in the Government and we will certainly keep on reviewing the situation and keep on doing our best.  But I do not see any need to set up a special unit to deal with emergencies.  I am very confident about the ability of "Hong Kong people ruling Hong Kong". 








PRESIDENT (in Cantonese): Dr Charles YEUNG.








DR CHARLES YEUNG (in Cantonese): I agree with Mr TUNG that our Civil Service is really quite efficient.  The point is that members of the public, like Mr TUNG himself, do think that there is still room for improvement.  But how can we bring about further improvements?  Members of the public view that if a special government department is set up, the Government will then be able to identify crises in advance in a better and more in-depth manner, and more options can thus be worked out.  That way, when the policy bureaux and the Chief Executive deal with crisis situations, they will be in a better position to command the confidence and trust of the people.  








CHIEF EXECUTIVE (in Cantonese): I think we have always been studying and reviewing a wide variety of issues within the existing framework of government.  When we look at these issues, we always keep in mind all possible problems.  Sometimes, we do not disclose anything to the public.  But this does not mean that the Government is indifferent.








PRESIDENT (in Cantonese): Mr Bruce LIU.








Mr Bruce LIU (in Cantonese): Just now Mr TUNG referred to the very efficient performance of the Civil Service in the avian flu incident; however, members of the public have raised a lot of criticisms against the Government, in particular, its inadequate measures to tackle crisis situations.  Apart from Hong Kong's reunification with China, another unforgettable event in 1997 should be the Winter Solstice celebration, which was the first time ever that a cooked whole chicken is not available among the sacrificial offerings; neither did we have chicken for dinner yesterday, which was the last bimonthly offering day in the Chinese Lunar calendar.  Avian flu seems to have been put under control by now.  Would Mr TUNG make even further efforts to put this annoying avian flu incident to an end, so that we could have chickens for the end-of-year family reunion dinner and new year feast.








CHIEF EXECUTIVE (in Cantonese): The avian flu incident has brought a lot of nuisance to the community, we are very sorry about that.  On the other hand, we are most grateful to all sectors of the community for their co-operation with the Administration, especially during the period around Christmas holidays and at the turn of the year.  We would also like to take this opportunity to express our heartfelt thanks to the farms and various government authorities for their sincere co-operation.





	About this avian flu incident, perhaps I would speak a little more before replying the question raised by Mr LIU.  Regarding the chicken slaughtering action, I do think a better job could have been done.  However, I believe Members will all agree that this large scale chicken slaughtering action is something completely new to us; and for this reason, there is still room for improvement in respect of manpower deployment and facilities.  After all, this is the first time we have ever taken such an action � I hope we will not need a second one � and I am sure we will all sum up our experiences from the incident.  Moreover, Members could see very clearly that our staff, be they from the Agriculture and Fisheries Department, the Department of Health, or the two Municipal Councils, have all worked incessantly to complete their task.  This kind of spirit is indeed very remarkable.





	Some people have asked me if we have no sense of crisis, and others inquired of the details of the incident.  I must admit that H5N1 is a new virus about which we do not have sufficient knowledge.  We were therefore very much concerned that the community might panic if too many announcements were made at the early stage when we practically did not have any information.  As the incident developed, more information was available and revealed that many chickens were infected on 27 December night; we therefore made the necessary decision and did what we should.  We will of course take our time to handle matters that need to be dealt with by a slow hand, but we will also waste no time in addressing the urgent matters; as such, I think we have done the right thing.  The most important task we have at hand is to formulate a comprehensive plan, and I understand that Mr Michael SUEN will be presenting to this Council a detailed explanation of the plan next week.  It is also our hope that live chickens would be available for sale in the market during the Chinese Lunar New Year, albeit decision in this respect has yet to be made pending the final studies.  On the other hand, while we have such a hope in mind, we should also bear in mind that our attention must be on public health and it is the most important consideration; I think Members would all agree with me.  Having put in so much efforts, it is time we planned more prudently what the next steps should be.  It is my hope that we could account for the incident and other avian flu-related matters next week.  I wish to reiterate here that 16 days have passed since the chicken slaughtering action and so far no new avian flu case has been reported; I think we could regard this as an initial success.  Nevertheless, new virus might perhaps be found in our natural ecology later; in this connection, the Administration will certainly keep vigilant at all times and take follow-up actions as well as conduct studies with experts all over the world to prevent the incident from happening again.





	Madam President, I would also like to take this opportunity to repeat once again that what we have done are all for the benefit of the public's health.  Hygiene and cleanliness are so important to all that food markets and shops should spare no effort in keeping their environment hygienic and clean.  I think Members also share my view that, in recent years, Hong Kong is not as clean as it used to be; and that the falling hygienic standard could be witnessed at bus stations, beaches, food markets or roadsides, all of which are dirtier than they used to be.  With regard to hygiene and cleanliness, I think the community as a whole should join efforts to straighten up Hong Kong.  In this connection, I will consider the matter with the Chief Secretary for Administration and other major officials before formulating a proposal to further enhance the standard of hygiene and cleanliness in Hong Kong.  This sums up our reflections of the avian flu incident.








PRESIDENT (in Cantonese): Mr Bruce LIU.








Mr Bruce LIU (in Cantonese): Madam President, I wish to ask the Chief Executive the following question: After this avian flu incident, will the Administration conduct any reviews on the administrative mechanism of crisis management as a whole, the co-operation among government departments, as well as the need to identify a major official to be held responsible in this respect and so on; and whether the reports on the reviews would be open to public discussion?








Chief Executive (in Cantonese): All along, the chief Secretary for Administration and I have been very much concerned about the avian flu incident; besides, we have been closely following up the development of the incident and the chief Secretary for Administration is responsible for co-ordinating all necessary efforts.  Mr Michael SUEN, who is currently acting as chief Secretary for Administration, has been proceeding with the co-ordination work for the past two weeks; he expects to publish a comprehensive plan by next week.  We would of course conduct reviews from time to time, with a view to making further improvements; however, that does not necessarily imply the establishment of a special committee for the purpose.








PRESIDENT (in Cantonese): Mrs Miriam LAU.








MRS MIRIAM LAU (in Cantonese): Madam President, many industries in Hong Kong, including the retail industry, the consumer goods industry and the services industry, are all undergoing a period of acute financial hardship and shrunken business turnover.  The Government has repeatedly asked members of the public to remain patient and to tighten their belts.  They are also asked to join hands to get through this period of difficulties.  But, apart from that, will the Government carry out any practical measures to help these industries make it through?








CHIEF EXECUTIVE (in Cantonese): I must say to the Honourable Member that we are indeed very concerned about the plight of these industries.  But as I said a moment ago, in a market economy, it is often difficult for the Government to prescribe any "cure" of immediate effect.  Having said that, I must clarify that we are not going to watch the problems with folded arms, and while we are working out the solutions required, we will always remember the significance of having huge reserves.  As I pointed out earlier, over the next four to five years, we will make use of our huge reserves to finance many infrastructure projects.  The aim is of course to stimulate our economy and to provide better infrastructure facilities.  Furthermore, the Government has been actively exploring possible measures to provide relief to the plight of the people.  The Financial Secretary will announce these measures in due course.








PRESIDENT (in Cantonese): Mr Henry WU.








MR HENRY WU (in Cantonese): Mr TUNG, Hong Kong has gone through periods of turbulence in the past.  Every time it fell, it would stand up again very quickly and this has happened again and again.  During the recent Southeast Asian turmoil, Mr TUNG did mention that Hong Kong would be one of the regions that stood up first.  Standing up is very easy but some need a walking-stick to lean on and some may feel weak and feeble after standing up.  I would like to ask Mr TUNG a question: What factors have you taken into account that will enable Hong Kong to stand up more quickly and become a healthy and energetic city of rhythm again very soon?








CHIEF EXECUTIVE (in Cantonese): I think the predicaments we are facing this time is caused by external factors.  I have also mentioned earlier that the foundation of Hong Kong is very strong.  I therefore believe that our economy will continue to grow once the external factors have stabilized.  Having stood up again, we will be able to move forward even without a walking-stick and we will walk real fast.


PRESIDENT (in Cantonese): Mr Henry WU.








MR HENRY WU (in Cantonese): I would like to raise a follow-up question: We did mention foreign countries, which are basically western countries, and we mentioned China, that is the Chinese side, as well.  In this connection, will Mr TUNG consider adopting a method combining Chinese and Western elements, such as "Chinese tonic", to help Hong Kong recover faster?








CHIEF EXECUTIVE (in Cantonese): I think Hong Kong will recover as fast as it did in the past.  In 1994 and 1995, our unemployment rate rose from 2% or so to 3.5% by end 1995.  But in August 1997, it dropped to 2.2% or 2.3%.  The rate of adjustment was quite fast.  I have also mentioned earlier that given the present situation, our employment rate will rise.  But in my opinion, the rate of adjustment will be very fast too.  Depending on when the Asian financial turmoil will settle down, we will start picking up again.








PRESIDENT (in Cantonese): Mr Kennedy WONG.








Mr Kennedy WONG (in Cantonese): Madam President, a lot of trades are affected one way or the other as a result of the recent economic recession.  While studying the feasibility of opening the Lo Wu control point for 24 hours freight passage, has the Administration conducted any comprehensive studies on the major and far-reaching impact that such an arrangement would have on the various trades of Hong Kong, such as food and beverages, entertainment, estate property and so on?  Will the Administration consider postponing the implementation time of this 24-hour passage arrangement so as to help the trades concerned?








CHIEF EXECUTIVE (in Cantonese): Regarding the 24 hours operating control point, it is also very important to the economy of Hong Kong.  The authorities of China and Hong Kong have been discussing this issue for many years, and following Hong Kong's reunification with China, we have become part of the family and things could therefore be arranged more easily; it is especially so as the Central Authorities have attached great importance to the requests made by Hong Kong.  We have indicated earlier that a "Hong Kong-Guangdong Committee" comprising higher level officials has been established to study the various issues concerning the co-operation between Guangdong and Hong Kong, and I think this is one of the major programme that Hong Kong needs to develop.  As regards the procedure and progress for implementing the programme, that will depend on the actual situations then.








PRESIDENT (in Cantonese): Mr Kennedy WONG.








Mr Kennedy WONG (in Cantonese): Madam President, since the living standard in the Mainland is lower than that in Hong Kong, and with the opening of a 24 hours control point, some people would be indirectly encouraged to resettle in the Mainland or to consume goods and services there, thereby adding more pressure on the trades concerned.  In this connection, has the Administration made any assessment on the possible impact that might affect Hong Kong?








CHIEF EXECUTIVE (in Cantonese): The impact referred to by the Honourable Member is on the negative side, but I believe there will also be a positive side to it.  Nevertheless, we would certainly follow up and study the issue raised by the Honourable Member.








PRESIDENT (in Cantonese): Mr YEUNG Yiu-chung.








MR YEUNG YIU-CHUNG (in Cantonese): Mr TUNG, I would like to change our topic of discussions and talk about mother-tongue education.  I would like to talk about this issue because it has been troubling Hong Kong for many, many years already.  The recent measure taken by the Government to introduce mother-tongue education has attracted many criticisms from among the community.  The two major criticisms are: first, the measure concerned has served to strengthen the superior image of English-medium schools; and, second, the Government's determination to implement mother-tongue education does not seem to be strong enough because it has not drawn up any long-term plans and fixed timetables for the implementation of mother-tongue education.


     In view of these criticisms, has Mr TUNG worked out any measures to dilute the image of English-medium schools as elite schools and to increase parents' confidence in mother-tongue education?  Will the Government take any concrete actions to demonstrate its commitment to mother-tongue education?








CHIEF EXECUTIVE (in Cantonese): In recent years, many people have criticized that the standards of Chinese and English of local students are on the decline.  To Hong Kong, this is a very serious problem.  The implementation of mother-tongue education aims precisely to make our students "biliterate and trilingual".  This is our aim.  So the implementation of mother-tongue education is very important, and the Government's aim and direction in this respect are very clear.  We will not deviate from this. 





     In fact, educational research done in Hong Kong and other countries have come to the conclusion that since students learning in their mother tongue will not be hindered by any language barrier, they will be able to learn better and faster.  It follows that mother-tongue education will raise the language standards of students in both English and Chinese and will also lead to better results in other academic subjects.  That is why the Government will not abandon the aim of implementing mother-tongue education.  





     The recent steps taken by the Government to implement mother-tongue education are simply some interim measures, and the community has three years to adapt to the changes.  We know very well that if we want to do something successfully, we must draw up a well-thought-out plan.  In our case now, we must first, among other things, seek to ensure social acceptance by making parents realize the advantages of mother-tongue education.  In addition, the quality of language teachers is also very important.  These are all the supporting adjustments required, and we wish to phase them in over a period of time to facilitate a smooth implementation of the policy.  In the meantime, the Government will give particular attention to the financial problems faced by schools practising mother-tongue education.  The Quality Education Fund will keep these schools under special attention.








PRESIDENT (in Cantonese): Mr YEUNG Yiu-chung.








MR YEUNG YIU-CHUNG (in Cantonese): According to Mr TUNG, the recent steps are simply interim measures.  In view of this, what will the Government do with respect to the number of English medium schools which now stands at 100 ─ to reduce it gradually, or to maintain it at this level, or to increase it?  








CHIEF EXECUTIVE (in Cantonese): Before we seek to implement the eventual aim of mother-tongue education, we will have three years to look at all these problems.  We will definitely move towards this very aim.








PRESIDENT (in Cantonese): Mr HUI Yin-fat.








MR HUI YIN-FAT (in Cantonese): Madam President, in fact, I wanted to ask the question raised by Mr YEUNG earlier.  Now I wish to follow up the question.  The Government has all along accepted that mother-tongue teaching is best for local education and Mr TUNG also shares this view today.  In that case, why did the Government allow the Education Department to approve 100 secondary schools to teach in English, throwing as a result the community into chaos, the parents were disappointed and the students were puzzled, rather than requiring all schools in Hong Kong to adopt mother-tongue teaching? 








CHIEF EXECUTIVE (in Cantonese): Mr HUI, I have also explained earlier that this three-year measure is aimed at enabling society and parents to better understand the importance of mother-tongue education and how it is going to help children in future.  We are now met with some obstacles in society but the plan is going to succeed after some time.  Teacher qualification is very important.  We need to work hard to make the necessary preparations to raise the qualification of teachers, no matter they are English teachers or Chinese teachers.  We will definitely succeed in fully implementing mother-tongue teaching in three years' time.








PRESIDENT (in Cantonese): Mr HUI Yin-fat.











MR HUI YIN-FAT (in Cantonese): I trust Mr TUNG will also agree that whatever method we adopt, there should be an adjustment period.  It is just like we need an adjustment period for all schools to adopt mother-tongue teaching.  But as you agree that mother tongue is the best method, will it be better to end this period as early as possible?  In other words, is it better for all schools to implement mother-tongue teaching as early as possible insofar as our education system is concerned?








CHIEF EXECUTIVE (in Cantonese): This concerns with different ways of handling things.  After consideration, the Government decided to adopt a progressive manner in the hope that it will be more effective in implementation.








PRESIDENT (in Cantonese): Mr Edward HO.








Mr Edward HO (in Cantonese): Madam President, I have originally prepared more than 10 questions from which I could choose to raise at this session; however, there is one which I particularly wish to raise, and which has already been raised by the Honourable Allen LEE and the Honourable Mrs Miriam LAU just now.  In this connection, the Chief Executive seemed to have answered nothing at all, albeit he did answer their questions relating to the measures the Government has in place to help the retail industry and the consumer goods industry.  According to the Chief Executive's reply, the Financial Secretary would be studying the issue, and so we would have to wait until the publication of the annual Budget for the result of the study.  I am not going to raise any question now, instead, I am going to inform the Chief Executive of two incidents.  Around this New Year Day, two incidents took place and made me very sad.  These incidents involved two of my freinds respectively; one of whom was a friend I have known for a long time, and he hanged himself after his photo studio business had failed; another one was the father of my son's close friend, he too hanged himself after his business had failed.  I also learn from today's newspaper that a taxi driver hanged himself because he had lost all his investment in the stock market.  This is indeed a very serious situation and has caused those small business proprietors in Hong Kong to lose their confidence.  As such, the Government should consider carefully the ways to help the community.  In this connection, while the linked exchange rate is comprehensible to economists and entrepreneurs, the general public really needs to know what specific measures are in place to help them survive the difficult times.  As I have mentioned just now, questions in this respect have been raised by Honourable colleagues and answered by th Chief Executive, I am not asking the Chief Executive to provide any further replies.  I just want to tell him the things that have been bothering me.








Chief Executive (in Cantonese): I am sure Mr HO's sentiments are shared by many people in Hong Kong.  Nobody would like to see such things happen.  These unfortunate incidents are caused by many factors; the Government is conducting studies in this respect, and results will be announced in due course.








President (in Cantonese): Mr CHEUNG Hon-chung.








Mr CHEUNG Hon-chung (in Cantonese): Mr TUNG, as a result of the housing policy and the recent financial crisis, property prices have fallen from its peak by some 30% to 40%, thereby creating an internal economic recession.  For instances, the share price of a well-structured and reputable listed real estate company has fallen by as much as 40% today; there is also hearsay of banks having bad debts and so on.  Although our economy has not yet collapsed completely, the situation is bad enough to cause most people to worry.  Just now the Chief Executive revealed that he did not want property prices to rise too high, nor did he wish to see them collapse.  Regarding the current property price levels, does the Government find them reasonable or still too high?








CHIEF EXECUTIVE (in Cantonese): Mr CHEUNG, regarding the question of whether property prices are reasonable, too high or too low, different persons will have different opinions owing to their own financial positions and market observations; as such, neither the Government nor the Chief Executive is in the right position to make the judgement.  Nevetheless, we do know when the prices have risen too high, because by then even people with decent income could not afford to buy their own homes; likewise, we also know when the prices have fallen too much, as it would affect our financial market and so on.  We will certainly follow up this issue very closely.








	With regard to property prices, I wish to reiterate the following points: firstly, the existing difficult situation would not last forever because Hong Kong will soon stand up and move forward as the external factors fade away, it is our hope that the difficult time will not be too long; secondly, as the population of Hong Kong has all along been growing rapidly, the demand for housing units would always remain at a high level; thirdly, our economy is still expected to grow in 1998, we are not going to suffer negative growth or zero growth.  An 4% growth has already been estimated by several banks, and we expect the situation in 1999 would improve.  As such, we should never lose our confidence.  As regards the individual cases referred to by Mr HO, we all feel very sorry.








President (in Cantonese): Mr CHEUNG Hon-chung.








Mr CHEUNG Hon-chung (in Cantonese): Madam President, like many people of Hong Kong, I am a "snail without a shell" and am thinking about buying my own home.  However, as property prices are falling continuously, we would still wait and see.  Will the Chief Executive advise the people of Hong Kong whether this is the right time to buy a flat? (Laughter)








CHIEF EXECUTIVE (in Cantonese): I have made a wrong statement in January 1997, I am not going to make the same mistake again. (Laughter)








PRESIDENT (in Cantonese): Mr Paul CHENG.








MR PAUL CHENG (in Cantonese): Mr TUNG, recently Vice-Premier ZHU Rongji said Renminbi (RMB) was not going to depreciate in value.  However, many international economists feel that the RMB will come under pressure.  Some people say it will have a good impact on Hong Kong's economy if the RMB depreciates in value, and some opine the otherwise.  I would like to know how the Chief Executive sees this question.














CHIEF EXECUTIVE (in Cantonese): Mr CHENG, first of all, due to many basic factors, I believe the RMB is not going to depreciate in value.  Examples are China has a huge foreign trade surplus and it has a foreign exchange reserve amounting to more than US$140 billion.  Therefore, there is no reason for the RMB to depreciate in value.  Of course, there are a lot of people on the outside who speculate that the RMB will depreciate in value.  Similarly, they predict that Hong Kong dollar will no longer peg with US dollar.  They may belong to the same group of people.  I do not believe the RMB will depreciate in value.  Should this really happen, I believe it will deal a great blow to Hong Kong psychologically.  Nevertheless, I believe there is absolutely no need for the RMB to depreciate in value.  There is basically no such need.  Vice Premier ZHU has also said repeatedly that the RMB will not depreciate in value.








PRESIDENT (in Cantonese): Mr Paul CHENG.








MR PAUL CHENG (in Cantonese): Some people said if the RMB depreciated in value, it would do Hong Kong good in terms of export.  Is this reasonable?








CHIEF EXECUTIVE (in Cantonese): Some people did really say something to this effect but the psychological element plays a very big role too.  Nevertheless, I think it is impossible that such thing will really happen.








PRESIDENT (in Cantonese): Mr CHOY Kan-pui.








MR CHOY KAN-PUI (in Cantonese): Mr TUNG, I would also like to raise a question concerning the depreciation of currency.  Against the background of the continuous depreciation of the currencies of Southeast Asian countries, what is Mr TUNG going to do to ensure that investors will not draw a large amount of capital from Hong Kong?








CHIEF EXECUTIVE (in Cantonese): I think what the Government can do is to maintain a sound investment environment and sustain a continual growth of our economy, as well as maintaining an environment in which people have confidence in Hong Kong.  We have been working very hard in this aspect.  I am very confident that Hong Kong will continue to be taken seriously by investors.








PRESIDENT (in Cantonese): Mr CHOY Kan-pui.








MR CHOY KAN-PUI (in Cantonese): Mr TUNG, in the future Budget, will the Government consider making adjustments to improve the general economic concessions?








CHIEF EXECUTIVE (in Cantonese): Excuse me, to improve what?








MR CHOY KAN-PUI (in Cantonese): To improve economic concessions, like taxes or other things?








CHIEF EXECUTIVE (in Cantonese): Today is 15 January.  Mr CHOY will know the details after one more month or so.  I will let Members know then. 








PRESIDENT (in Cantonese): Mr HO Sai-chu.








MR HO SAI-CHU (in Cantonese): Madam President, I would also like to ask a question on our economy.  We all know that we absolutely support defending the linked exchange rate.  However, is increasing interest rates really the only way out?  We also know that an interest rate spike will surely have significant effects on our economy.  Has the Government seriously evaluated how far-reaching would the adverse effects of high interest rates be on our economy?  If there is no further attack, when will the interest rates return to the lower levels before to make it easier for businessmen to do business?








CHIEF EXECUTIVE (in Cantonese): On the question of other ways to defend the linked exchange rate, many suggestions have actually been put forward.  I know that Mr Donald TSANG and Mr Joseph YAM have met many scholars to consider if there are other better methods.  I know many scholars myself who have carried out many studies in this respect, including the proposals of countries including Argentina and the dollarization of Hong Kong dollar.  We are still studying these and will continue with our studies but the interest rates will after all rise.  Some proposals are actually infeasible under the present circumstances but we are still studying and will surely listen to any views.  Actually, both the views expressed by Hong Kong people and those outside the territory find the method we have adopted good.  As to when this period of high interest rates will come to an end, I really cannot tell.  I also hope that it will soon end but we really have to consider many external factors.  Once the external factors stabilize and people gradually regain confidence in our economic and financial structures, the market will be stabilized.  I can say for sure that as everything in Hong Kong comes and goes fast, this may not last long.








PRESIDENT (in Cantonese): Mr HO Sai-chu.








MR HO SAI-CHU (in Cantonese): Mr TUNG, it is impossible or not easy for us to make an estimation.  However, the situation in Hong Kong is rather special as Hong Kong can easily change its situation to adapt to circumstances.  If no one attacks us again, can we recover faster than other regions?  If so, will it take one year, two years or three years?  








CHIEF EXECUTIVE (in Cantonese): If the external market is stabilized, and no one attacks us, we will soon recover.  The unclear factors come from places outside the territory and others' attacks on us.  The greater confidence we have in ourselves, the smaller the opportunity of us being attacked again.








PRESIDENT (in Cantonese): Mr TUNG, it is just after 4 o'clock, will you allow two more Members to ask questions?  I would like to allow them to ask questions, is that fine with you? 








PRESIDENT (in Cantonese): Mr CHAN Kam-lam.








MR CHAN KAM-LAM (in Cantonese): Thank you, Madam President.  I am very lucky.  Mr TUNG's analysis of Hong Kong's economy just now can be said to be very incisive.  In my opinion, over the past few years, the Hong Kong Government has done nothing at all as far as people's livelihood is concerned.  Neither has it monitored the property prices and the growth of the stock market.  As a result, the bubble economy continues to grow.  Although we have a sound financial philosophy, fiscal reserves and economic foundation, we have incurred losses as a result of the financial crisis.  The public in general are actually worried about their salary increases this year.  Even whether they can keep their jobs still remains unknown.  This year is the first lunar new year for the Special Administrative Region Government.  Will the Chief Executive bring some good news to the public in general?








CHIEF EXECUTIVE (in Cantonese): It would be much better if I had not promised the President just now should I have known it earlier.  It is a difficult question. (Laughter) Mr CHAN, I have also said just now that the external market is still uncertain.  Hong Kong will go through a comparatively difficult time in 1998.  As such, although the new year is closing in, I am still unable to bring people a better piece news.  I can only say I hope Members can be far-sighted because Hong Kong has a sound foundation.  When the external situation stabilizes, all things will return to normal.  Nevertheless, such factors are out of our control. 








PRESIDENT (in Cantonese): Mr CHAN Kam-lam.








MR CHAN KAM-LAM (in Cantonese): The Secretary for Education and Manpower pointed out a few days ago that the number of unemployed people in numerous trades and professions may surge drastically within a short period of time.  Earlier, we have debated on the issue of importation of foreign labour.  Under the present situation, will Mr TUNG tell the people of Hong Kong that the policy of importing foreign labour should be suspended for the time being?











CHIEF EXECUTIVE (in Cantonese): Mr CHAN, I have all along stressed that as far as the issue of importing foreign labour is concerned, our basic policy is local workers will be given priority in employment.  This is our principle.  If certain jobs can be done by local workers, we will not allow foreign workers to do it.  It is under this major principle that we have formulated the policy of importing foreign labour.  In fact, this is our overriding principle.  We genuinely need various projects such as infrastructure, housing or construction of public housing to be implemented.  Of course, we would not want to see too many such investment items fail to commence as scheduled because of labour shortage.  Nevertheless, we will definitely give local workers priority in employment.  Under such a mechanism, we implemented this policy to prepare for importing foreign labour should our labour market experience shortages one day.








PRESIDENT (in Cantonese): Mr MA Fung-kwok.








MR MA FUNG-KWOK (in Cantonese): Madam President, I would also like to raise a question in connection with the economic problems.  A few years ago, probably five years ago, the Government stressed strongly that our economy and our future would be focused on the development of the manufacturing industry.  As a result, the development of primary production industry or high value-added industry was neglected, so to speak.  Recently, our tourist industry encountered problems again due to the financial turmoil.  This actually reflects that developing the service industry alone might not solve all our economic problems.  Will Mr TUNG inform this Council how he sees the present situation and what experience he has absorbed?  What help will it render as far as our future development is concerned? 








CHIEF EXECUTIVE (in Cantonese): I think we do have our advantage and that is Hong Kong can combine with the dominant position occupied by the Mainland to become a powerful economic system.  With our wisdom, in addition to the mainland market, financial market, cheaper labour and land from the Mainland, we will become a strong and powerful economic system.  Although we have gone through a financial turmoil this time, these advantages remain unchanged.  Secondly, as I said in the policy address, Hong Kong will definitely move in the direction of high value-added development.  This also remains unchanged.  I have all along stressed that we were actually quite surprised and shocked by the attack of the financial crisis.  We have also taken this opportunity to conduct an appropriate review of our long-term direction, objective and policies.  Actually, this direction is correct.  We must continue to move forward in this direction.  We might encounter some obstacles for the time being, but we will be able to overcome them.  After that, our future will brighten.








PRESIDENT (in Cantonese): Mr MA Fung-kwok.








MR MA FUNG-KWOK (in Cantonese): I feel that we have not done too much in the development of high value-added industry and this was not proposed until recently.  But faced with the existing economic environment, should we proceed in a faster speed?  This is what I want to express.








CHIEF EXECUTIVE (in Cantonese): The Honourable Member is right.








PRESIDENT (in Cantonese): Chief Executive, on behalf of Members, I would like to thank you for giving us a comprehensive analysis.  Sixteen Members have raised questions today but actually there are 13 Members who still wish to raise questions.  But as they have already raised questions on the previous occassion, that is, the session on 9 October, they were not picked from the queue today.  Under such circumstances, Chief Executive, I believe we agree entirely with you for fighting steadfastly for the best result and the best effectiveness in the overall interests of Hong Kong.  But on the other hand, all of our colleagues will continue to discharge our duties to monitor the operation of the Government.  It is also our hope that another Question and Answer Session can be held in the near future.  Thank you.








CHIEF EXECUTIVE (in Cantonese): Thank you.








NEXT MEETING





PRESIDENT (in Cantonese): In accordance with the Rules of Procedure, I now adjourn the Council until 2.30 pm on Wednesday, 21 January 1998.





	Will Members please remain standing for the Chief Executive when he leaves the Chamber.





Adjourned accordingly at eleven minutes past Four o'clock.
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