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179/98��



ADDRESS



PRESIDENT (in Cantonese): Address.  Mrs Miriam LAU will address the Council on the nine Orders made under the Port Control (Cargo Working Areas) Ordinance (Cap. 81), which are subsidiary legislation laid on the table of the Council on 11 February 1998.  Mrs Miriam LAU.





Nine Orders Made Under the Port Control (Cargo Working Areas) Ordinance



MRS MIRIAM LAU (in Cantonese): Madam President, as the berths in public cargo working areas have all been allocated to existing or interested operators by restricted tender and open tender respectively, the management reform of the cargo working areas, after several years of discussion, has now come halfway near its completion.



	For the purpose of replacing the old day-to-day leasing arrangement with the monthly-rated leases, it is necessary for the Government to re-delineate the boundaries of the public cargo working areas, so that the water-front adjoining such public cargo working areas could be exempted from the fees set out in the Schedule of the Port Control (Public Cargo Working Areas) Regulation.  The nine Port Control (Public Cargo Working Area) Orders are issued mainly to give effect to the new arrangement mentioned.



	The remaining half of the work concerning the management reform of the cargo working areas is to reform the management of the shore facilities.  If this part of the management reform could chime in with that to the berthing facilities, then the whole management reform exercise could be regarded as success.  In this connection, I understand that the Marine Department has already started to conduct a review on the management of the shore facilities in public cargo working areas.



	In regard to this review, I think the first and foremost issue to be dealt with is the fees and charges.  According to the Administration, the revenue to be derived from leasing the berthing facilities under the new arrangement is expected to increase substantially to $81 million in the 1998-99 fiscal year, over the $46 million in 1996-97 under the old arrangement.  Such a substantial increase in revenue is a sound piece of evidence to prove that operators will be paying far more expensive berthing charges than they did in the past.  This will no doubt add tremendously to the operating costs of the industry.



	As goods brought in by river trade vessels constitute the majority of the cargoes handled in public cargo working areas, and most of them are either articles for people's daily use or such low-valued goods as scrap iron and waste paper, it would indeed be detrimental to people's livelihood should the weight of the operating costs be shifted onto their shoulders.



	At present, there are all kinds of fees chargeable for the use of the shore facilities in public cargo working areas.  In this connection, the Government should streamline the fee structure as far as possible, in particular, cut down the rates of charges and allow a greater degree of flexibility within the structure by applying a flat rate for all holding yards as well as reducing the rates of parking charges and cargo storage charges, so as to counterbalance the more substantially increased berthing fees.  Bearing in mind that it is impossible for the berthing facilities in public cargo working areas to operate independently without the support of shore facilities, it is unfair to the operators if the fees on-shore are not lowered substantially, as they are already sustaining far more expensive berthing fees than in the past.  In addition, the Government should also implement appropriate measures to cut down on the cost of management as well as enhancing operational efficiency.  In this connection, the Government could consider replacing the hand-operated access gates with automatic ones to save more manpower resources and time, or extending the application period for over-time work approval to the very same day at 12 o'clock noon to allow the operators greater flexibility in handling the cargoes.



	In addition to a reduction in fees, the Government should also help the operators enhance the productivity of the berthing facilities.  In view of the fact that berthing facilities have to operate in co-ordination with on-shore facilities, the Government should consider allocating, without any additional charges, part of the land area adjoining the berths to operators for use as working areas, so as to attract the operators to invest more in their facilities, with a view to enhancing the efficiency and cargo-handling capacity of the berths.  Moreover, provided that the residents in the vicinity would not be affected, the Government should also extend as far as possible the currently restricted opening hours of the cargo working areas, to raise their utilization rate.



	According to the Government, the public cargo working areas are estimated to generate a mere 9% investment return with the new berth leasing arrangement this year, slightly short of the level set by the Government, at 11% of the average net fixed assests.  Notwithstanding this, the estimated level of revenue still represents a remarkable improvement over the 4% return yielded under the old arrangement; besides, it is also higher than the rate of return the Government had originally expected of the new arrangement.  In this connection, the Government has attributed the favourable differential to the higher prices offered by the successful bidders when the berths were put out for open tender.  The Government has time and again stressed that as the management reform of the cargo working areas proceeds, gradual and orderly approaches would be taken to help the industry adapt better to the changes.  As the revenue arising from the berth leases is now higher than expected, it is only reasonable for the Government to benefit the operators by reducing the charges for shore facilities as far as possible, thereby alleviating the pressure caused to them by the reform.



	Madam President, I so submit.











WRITTEN ANSWERS TO QUESTIONS



Policy on Setting Up of Offices by Foreign Banks



1.	DR LAW CHEUNG-KWOK (in Chinese): Under the existing policy, foreign banks newly licensed to operate in Hong Kong are only allowed to open one regional office and one back office.  In this connection, will the Government inform this Council whether it has reviewed the economic and financial implications of this policy on the territory; if so, what the findings are; if not, whether it will conduct such a review?





SECRETARY FOR FINANCIAL SERVICES (in Chinese): Madam President, the "one-building" condition attached to the authorization of foreign banks was introduced in May 1978, at the same time as the moratorium on new banking licences for foreign banks was lifted.  The condition restricts the business of a foreign bank in offices in only one building.  We have kept this policy under constant review since its introduction in 1978.  As a result of one of such reviews, the condition has been slightly relaxed in 1994 to allow these banks to maintain one back office and one regional office in different buildings in addition to their main office.  This is to enable such banks to move certain functions away from the main office for, amongst others, cost reasons, thus increasing their competitive ability.  



	We consider that the policy has served a prudential purpose and has not caused any economic or financial loss to Hong Kong.  In fact, the Hong Kong banking sector has grown on the back of healthy competition between foreign and local banks since the 1980s.  The reasons are as follows:



	(1)	the objective of this policy is prudential in nature which is designed to avoid the danger of excessive competition in retail banking which may have a destabilizing effect on the banking system.  Given the size of the population and geographical area of Hong Kong, it is generally accepted that there is a very limited scope for further expansion of the already extensive branch networks of existing retail banks.  As at end-1997, the 68 banks with branching rights were operating 1 511 branches in the territory.  The total number of branches has increased only by 1.32% per annum in the past six years, reflecting the fact that the branching capacity of the territory has largely been saturated;



	(2)	foreign banks licensed before May 1978 were not subject to the "one-building" condition.  There are 37 banks falling into this category.  This is more than the number of local banks which totals 31.  Many such foreign banks have become major players in the retail market.  Furthermore, foreign banks have the option of entering the retail market by acquiring local banks.  Many have done so.  About half of the locally incorporated banks now have a substantial foreign bank shareholder.  As such, the policy is not intended to protect local banks from competition with foreign banks; and



	(3)	the "one-building" condition does not seem to have deterred foreign banks from applying for authorization in Hong Kong.  The number of foreign banks has increased from 67 in 1978 to 151 in 1997.  Most of these new entrants are engaging in wholesale banking activities which do not require a branch network.



	Although the Hong Kong Monetary Authority (HKMA) does not have any immediate plan to conduct another review on this particular policy, the HKMA is commissioning a consultancy study to evaluate the strategic outlook for the banking sector over the next five years and to assess the impact on the banking industry resulting from developments such as increased globalization of markets, increased competition, innovations in financial products and the advent of new technology.  The study will also include an assessment of the costs and benefits of a number of regulatory features of the current system including the "one-building" policy.  However, it does not mean that changes to the current regulatory system should, or will be made.  Rather, the study will simply provide a coherent framework within which such changes might be made if these were thought to be appropriate on policy grounds.









Implementation of the Social Workers Registration Ordinance



2.	MR HUI YIN-FAT (in Chinese): Regarding the implementation of the Social Workers Registration Ordinance (the Ordinance), will the Government inform this Council:



	(a)	whether it knows the total number of people in Hong Kong who are qualified for registration under the Ordinance; and among these people, the number of those:



		(i) 	who have already become registered social workers;



		(ii)	whose applications for registration are being processed;



		(iii)	who have not submitted their applications for registration yet; 



	(b)	of the existing posts in various government departments and public organizations which are categorized as social work posts as defined under section 2 of the Ordinance; and in respect of those who are currently holding such posts but have not yet applied for registration:



		(i) 	of the number of these people;

	

		(ii)	of the reasons for their not submitting applications yet;



		(iii)	whether they have breached sections 34 and 35 of the Ordinance;



		(iv)	whether they will be suspended, or ordered to submit applications for registration, or rendered assistance to register according to the provisions of the Ordinance; if not, why not; and



	(c)	in respect of people who are currently holding subvented social work posts in non-government organizations but have not yet applied for registration:







		(i)	of the number of these people;



		(ii)	of the reasons for their not submitting applications yet;



		(iii)	whether their employment with the organizations will affect the latter's eligibility for and receivable amount of subvention; and



		(iv)	whether the authority will actively assist them in completing registration expeditiously; if not, why not?	





SECRETARY FOR HEALTH AND WELFARE (in Chinese): Madam President, the Social Workers Registration Ordinance which was enacted on    1 May 1997 establishes the Social Workers Registration Board as an independent statutory body to deal with the registration of social workers and certain other issues.  As from 16 January 1998, all practising social workers are required to be registered.  On the basis of information obtained from the Board, answers to the specific questions are as follows:



	(a)	(i) 	Under section 17 of the Social Workers Registration Ordinance, a person may be considered by the Registration Board for registration if he holds a recognized qualification (including qualifications obtained overseas), or if he has occupied a social work post prior to 31 March 1982 and has accumulated at least 10 years of work experience in a social work post, or if he occupies a social work post or has been accepted for such a post and intends to obtain a recognized qualification within a reasonable period.  In addition, the person must be a fit and proper person; ordinarily resident in Hong Kong; and not subject to any disciplinary order which precludes him from registration.  Against these criteria, the Registration Board has, at the end of February 1998, registered 6 104 social workers.

 

		(ii) 	In addition, the Board has approved another 1 016 applications subject to payment of the registration fee, and is processing another 100 applications.

 

		(iii) 	There is no mechanism to assess the number of persons who hold recognized qualifications or who may satisfy all the other statutory conditions for registration.  Therefore, the Board does not have information on the number of persons who have yet to submit applications.  However, on the basis of known strength of those employed in the social work profession, we estimate that most, if not all, have submitted applications.



	(b)	(i) & (ii)



			All 1 783 social workers (social work assistant or assistant social work officer and above) in the Social Welfare Department have been registered or applied for registration.  There are 136 such social work posts in the Hospital Authority, which is the only public organization with social work posts as defined under section 2 of the Ordinance.  All posts are filled by registered social workers. 



		(iii)	If a person occupies a social work post as defined under section 2 of the Ordinance without having registered, he would be in breach of sections 34 and 35 of the Ordinance if he uses the description "social worker" or "social work" in carrying out his professional duties.



		(iv)	It is now a prerequisite for all persons applying for social work posts in the Social Welfare Department or the Hospital Authority to be a registered social worker.  As earlier stated, all present incumbents are registered or are in the process of completing registration.   



	(c)	(i)	The subvention section of the Social Welfare Department will examine, in consultation with non-governmental organizations (NGOs), whether there are social workers holding subvented social work posts in NGOs who have not yet applied for registration.

 

		(ii) 	Until the facts in (i) above have been established, it is not appropriate to speculate as to the reasons why individuals have not applied.

		(iii) 	The Social Welfare Department informed all subvented NGOs in November 1997 that holders of subvented social work posts must be registered.  NGOs are also required to recruit only registered social workers in future to fill subvented posts.  Any expenditure incurred by NGOs in employing unregistered persons in subvented social work posts will not be recognized for subvention purposes.

 

		(iv) 	We have taken active steps to expedite the registration process and have introduced measures to simplify the registration procedures, particularly for those who have earlier participated in the voluntary registration scheme under the auspices of the Hong Kong Social Welfare Personnel Registration Council.  Letters have been issued to government departments, NGOs and individual social workers working in these service units concerning the registration procedures.  We have also made arrangements for social workers to make the statutory declaration regarding criminal conviction, as required under section 37(5) of the Ordinance, in any of the 54 Social Welfare Department offices.





Task Force (Black Spots)



3.	MR LAU WONG-FAT (in Chinese): Will the Government inform this Council:



	(a)	of the expenditure incurred (including personal emoluments) in cleaning up environmental black spots in the New Territories each year since the establishment of the Task Force (Black Spots) (TFB) in the Lands Department in 1994, together with the area of land (in hectares) cleared by the TFB each year;



	(b)	of the present establishment of the TFB; the respective posts in the TFB which have been established by the deletion of other posts in the Department and those that are new;







	(c)	of the posts in the Department which have been deleted and their original duties; how these duties are being executed and whether they have been delayed as a result;



	(d)	whether it has set any targets for assessing the effectiveness of the TFB; if so, what these targets are; and



	(e)	whether it will consider reassessing the value of maintaining the TFB?





SECRETARY FOR PLANNING, ENVIRONMENT AND LANDS (in Chinese): Madam President,



	(a)	The total expenditure incurred in cleaning up environmental black spots in the New Territories since the establishment of the Task Force (Black Spots) (the TFB) in the Lands Department in 1994 to 1998, including personal emoluments, is $167 million.



		Since its establishment in 1994, the TFB has completed environmental improvement action on a total of 18 hectares of government land and 56 hectares of private land in three action areas.  As projects tend to straddle over years, we do not have a detailed breakdown on improvement works by year.



	(b)	All the current 160 posts in the TFB were created on a temporary basis.  None of them were created by the deletion of other posts in the Lands Department.



	(c)	As no posts in the Lands Department were deleted to establish the TFB, no duties of the Lands Department have been affected.



	(d)	The TFB was set up as one of the new initiatives under the 1993 policy address.  In parallel, a Special Committee on the Cleaning-up of Black Spots in the New Territories (the SC) was set up to advise and monitor the work of the TFB, to ensure the objectives are achieved.





		After having considered carefully the size and complexity of the problem, the SC endorsed a 10-year rolling programme to clean up black spots in major action areas.  The programme maps out 11 actions areas for open storage and seven action areas for container related activities, and sets out specific tasks and timetable for each of the action areas.  The TFB has been carrying out its work in accordance with the 10-year programme and the targets have largely been achieved on schedule.



	(e)	The TFB was established in late 1994 initially for five years until 1999.  The Administration is conducting a review of the TFB with a view to updating and refining its approach to dealing with environmental black spots in the New Territories in the light of the TFB's operational experiences.  The review is scheduled to complete by mid-1998 and both the SC and the Legislative Council would be informed of the outcome in due course.





Electricity Breakdowns in Public Hospitals



4.	MR CHAN CHOI-HI (in Chinese): On the day the United Christian Hospital experienced an electricity breakdown, some of the emergency generating units also failed to work, therefore affecting the operation of many departments (including the intensive care unit) in the hospital.  In this connection, does the Government know:



	(a)	the causes of the electricity breakdown and the reasons for some emergency generating units failing to work at the same time;



	(b)	the total number of electricity breakdowns in public hospitals over the past three years and the causes of these incidents; and



	(c)	how the Hospital Authority ensures a stable supply of electricity in the hospitals under its management and whether it has formulated a code of practice regarding the inspection of electrical installations in hospitals; if so, what the details are?



	



SECRETARY FOR HEALTH AND WELFARE (in Chinese): Madam President,



	(a)	After the breakdown in electricity supply in the United Christian Hospital (UCH) on 23 February 1998, the Hospital Authority (HA) invited the Electrical and Mechanical Services Department (EMSD) to look into the cause of the incident.  The investigation revealed that a joint bolt connecting two busbar sections had not been properly tightened up and this gave rise to a burnt-out at the busbar joint.  The burn-out subsequently caused the air circuit breaker to trip, cutting power supply to different service areas.



		Upon the power failure, the emergency generators immediately came into function and supplied electricity to the affected areas, except those areas providing only non-essential services which were not linked up to the emergency generators.  The emergency supply also failed to reach the area immediately served by the failed busbar section, as the latter had already been burnt out.



	(b)	According to the HA, other than the above-mentioned case, there were five incidents of electricity failure in HA hospitals during the past three years, the details of which are as follows:



Year�	Hospital		�����1995�United Christian Hospital	��1995�Grantham Hospital		��1996�Kowloon Hospital		��1997�Margaret Trench Medical Rehabilitation Centre��1997�Duchess of Kent Children Hospital	��			

		These incidents were all caused by external electricity supply failure. The emergency generators in the above hospitals were activated immediately after the electricity interruption to provide standby power supply to the hospitals concerned.









	(c)	To ensure stable supply of electricity, the hospitals conduct regular inspections and testings of their power supply and distribution systems, in accordance with a Code of Practice issued by the EMSD, which sets out, inter alia, the accepted practices for inspection, testing and certification of fixed electrical installations.



		Following the investigation mentioned in paragraph (a), the EMSD has made a number of recommendations on the maintenance of the electricity system in UCH, which will implement these recommendations.  This apart, the HA has also been conducting a comprehensive review of the electricity systems in HA hospitals to see if any improvements to the existing systems and maintenance programmes are required for the prevention of future occurrence of similar power breakdown.





Water Treatment



5.	DR TSO WONG MAN-YIN (in Chinese): Will the Government inform this Council of:



	(a)	the annual expenditure of the Water Supplies Department on the treatment of raw water from Dongjiang River for use in Hong Kong in each of the past three years; the growth rates in the expenditure in real terms in this respect after inflationary adjustments; and



	(b)	the impact brought about by the deteriorating water quality of Dongjiang River for use in Hong Kong on the local water treatment systems and water charges?





SECRETARY FOR WORKS (in Chinese): Madam President, 



	(a)	The Water Supplies Department does not have a separate expenditure account for the treatment of water from Dongjiang or for the treatment of water from local catchments because both sources of water are often mixed before treatment.  At present, the Dongjiang water meets about 80% of Hong Kong's requirement, and the remaining 20% is to be met by rain water from local catchments.  The direct expenditures on water treatment in the past three years are as follows:



�Expenditure on water

treatment per cubic����Financial Year�metre of treated water�Annual increase�CPI(A)�������1994-95�HK$0.078�-�8.1%��1995-96�HK$0.085�9%�8.6%��1996-97�HK$0.089�4.7%�4.5%��

	The year to year increase in expenditure for water treatment taking account of inflationary adjustments are considered reasonable.



	(b)	Though the quality of Dongjiang water has shown a trend of deterioration in recent years, it is still of acceptable quality and has not caused any major difficulty in water treatment.  The treatment works in Hong Kong are certainly fully capable of treating it to comply fully with the World Health Organization Guidelines for Drinking Water Quality, whereby, ensuring the treated water is safe to drink.



		As regards water charges, the expenditure on the treatment of raw water has all along been low (please refer to the figures shown in part (a)) and constitutes only a very small portion of the operation cost in water supply.  The deterioration in the quality of Dongjiang water therefore does not have any impact on water charges.





Schools Advising Students' Withdrawal



6.	MR CHAN CHOI-HI (in Chinese): It is reported that there have been cases in which students with poor academic performance are advised by their schools to leave school on their own initiative so as not to affect the overall academic achievement of the schools.  In this connection, will the Government inform this Council:





	(a)	whether the Education Department has issued guidelines setting out clearly the criteria for schools to dismiss students or to advise students to leave; if so, of the contents of such guidelines and the measures in place to ensure compliance by schools;

 

	(b)	of the total number of complaints received by the Education Department over the past five years about students being advised by schools to leave and the results of the investigations into these complaints; whether appropriate action, such as issuing warnings to the schools concerned in substantiated cases, have been taken; if so, of the number of schools concerned; and

 

	(c)	how it ensures that similar cases will not recur in future?





SECRETARY FOR EDUCATION AND MANPOWER (in Chinese): Madam President:



	My replies to the above questions are as follows:



	(a)	The Education Department has always maintained that schools should be fully committed to teaching students according to their individual aptitudes and needs.  In keeping with the spirit of providing education for all without discrimination, schools should give counselling to the students to help them overcome their learning or behavioural problems.  In this respect, the stance of the Education Department is very clear and unequivocal.  The Code of Aid explicitly states that schools shall not expel students on the ground that they are academically weak.  No student shall be considered for expulsion except on the following two grounds: (i) the student deliberately fails to pay the gazetted fees; and (ii) the student commits a serious breach of school discipline and the school is unable, even after taking reasonable measures, to enlist the     co-operation of parents.  In these circumstances, schools are still required to follow proper procedures before expelling a student.  They should make every effort to interview the parents.  A warning letter should then be sent to the parents or guardians, and a full report should be submitted to the Director of Education for his/her consideration at the same time.

		Over the years, the Education Department has issued circulars to schools, reiterating that students with poor academic performance or behavioural problems should not be advised to leave school.  Instead, schools should provide guidance and counselling services for students as far as possible to help them overcome their learning and behavioural problems.  The latest such circular was issued on 24 December 1997.  Staff of the Education Department have also reminded schools through different means and on different occasions that they should take positive action to help these students instead of advising them to leave school.  If there are cases of students being advised to leave school for any reason, the Department will definitely follow up the cases concerned in order to protect the students' rights to receive education.



	(b) 	Cases of complaints about students being advised by schools to leave over the past five years are as follows:



�1993�1994�1995�1996�1997���������Number of schools�110� 97� 55�30� 41���������Total number of students�383�388�227�83�102��

		With the assistance of the Education Department, most of the students being advised to leave school have been able to continue their studies back in their original schools.  Only a small number of them have to be transferred to other schools for individual reasons.  The Department has already given verbal or written warnings to all the schools which have advised students to leave, reminding them to comply with the guidelines concerned and to bear in mind the spirit of education.



	(c)	The Education Department will conduct thorough investigation into all cases of students being advised to leave school and will request the school management committees concerned to give a full account of each case.  If necessary, the Department will issue warnings to the Headmasters and the school management committees.



		The Department will continue to remind all schools not to oblige their students to leave school or advise them to withdraw voluntarily.  This will be done through circulars and seminars, as well as during school inspections.  It will also continue to give support to schools to provide counselling services for students.  Apart from encouraging schools to adopt the Whole School Approach to guidance and discipline, the Department will also advise them to liaise with external services agencies with a view to helping students resolve their learning and behavioural problems.





Airport Core Programme Contractual Claims



7.	MR ERIC LI (in Chinese): According to the "Quarterly Report on Progress, Financing, Cost Estimate, Funding and Claims of the Airport Core Programme Projects" submitted by the Government to the Finance Committee of this Council, among the claims relating to the major Airport Core Programme (ACP) construction contracts, 6 047 claims amounting to $2,865 million have been resolved, and 14 876 claims are unresolved.  In this connection, will the Government inform this Council of:



	(a)	the major reasons (such as design modifications, advancement or catching-up of project completion dates) for claims made by contractors with respect to contracts of Capital Works Reserve Fund projects, the new airport at Chek Lap Kok and the Airport Railway; and



	(b)	the reasons for the abundance of such claims at present, given that when funding was sought, the Finance Committee had been advised that few claims would arise from the "Build-Operate-Transfer" contract approach?





SECRETARY FOR WORKS (in Chinese): Madam President,



	(a)	Contractual claims are a normal and natural part of construction contracting.  Like other construction contracts, the main reasons for claims submission by ACP contractors under the terms of contracts may include:

		(i)	disturbance to works progress caused by unforseen circumstances (for example, difficult ground conditions);



		(ii)	delay in possession of works site;



		(iii) 	limitations on methods of construction certified as necessary by the Project Engineer;



		(iv)	meeting requirements arising from the interface with other contracts and parties (for example, site access by others);

	

		(v) 	design changes, and



		(vi)	variations instructed by the Project Engineer in the course of construction.



	(b)	As is usual in construction contracting, ACP construction contracts apportion risks involved in the construction process between the Employer and the Contractor.  In other words, the contracts contain means by which the Contractor may submit claims for additional money or time, or both, associated with the risks where the Employer has liability. 



		From the inception of the ACP, the Government has aimed to set in place systems which will enable the early identification of contractual claims.  Equally, we have put in place mechanisms which would allow claims to be dealt with early and to avoid, as far as possible, contractual claims turning into formal contractual disputes.



		As set out in the Quarterly Report, as at end December 1997, the Government, the Airport Authority and the Mass Transit Railway Corporation have received a total of 20 923 claims against 152 major ACP construction contracts.  Of these, we have resolved 6 047 claims at a cost of $2,865 million against an original claim amount of $10,800 million. Given the scale, complexity, multiple contractual interfaces and tight programme of the ACP, the number and amount of claims submitted are not unusual.



		It should be noted that the claims situation referred to in the Quarterly Report does not include the Western Harbour Crossing project, which is the only project in the ACP whereby "Build, Operate and Transfer" (BOT) form of contract is adopted.  Under the BOT arrangement, the project is implemented by a franchisee who finances, designs, constructs, operates and eventually transfers the facility to the Government.  The franchisee is therefore responsible for all project costs including all claims on the works contracts.

 

		Our current assessment indicates that sufficient contingency remains within the ACP budget for settlement of unresolved claims, while leaving a reasonable balance to meet extra costs that may arise due to possible changes and variation orders for the remaining contract period.  We will continue to closely monitor the claims situation to ensure that all claims will be settled properly and fairly, and consideration will be given only to those which are fully substantiated. The fact that the ACP budget has been reduced in stages from $163,730 million to the present estimate of $155,322 million is a good indication of the effectiveness of the ACP cost control system.





Elderly CSSA Recipients



8.	MR FREDERICK FUNG (in Chinese): According to the findings in a study, of all elderly recipients aged 60 or above of Comprehensive Social Security Assistance (CSSA), 42.6% were living alone.  In this connection, will the Government inform this Council:



	(a)	of the numbers of CSSA applications received in each of the past five years from elderly persons living alone; the percentages of these applicants against the total numbers of elderly CSSA applicants in each of the years; whether the number of cases involving elderly CSSA applicants living alone is on the upward trend; and





	(b)	of the numbers of CSSA applications received in each of the past five years from elderly persons not living alone; and, out of these elderly persons, of the respective numbers of those who live in residential homes; with other family members all aged over 60; and in households with family members aged below 60?





SECRETARY FOR HEALTH AND WELFARE (in Chinese): Madam President, we presume the study referred to in the question relates to that commissioned by the Director of Social Welfare last year, the objective of which was to find out the financial resources and needs of elderly CSSA recipients living in the community.  There are, in addition, elderly CSSA recipients living in residential care homes who are not covered by the survey study.  Records of the Social Welfare Department indicate that as at end 1997 about 130 900 elderly received CSSA.  Taking into account the findings of the survey study, the living arrangement for all elderly CSSA recipients was estimated as follows:



		(i)	25% lived in residential care institutions;



		(ii)	43% lived with their families, about half of whom were in households with members aged below 60; and



		(iii)	32% lived alone.



	With regard to the questions raised, the answers are as follows:



	(a)	The survey study was a special exercise.  We do not normally maintain separate statistics on CSSA recipients by their living arrangement.  We do not therefore have information on the situation in the last five years.



	(b)	Records of the Social Welfare Department indicate the number of elderly CSSA recipients living in residential homes and in the community during the past five years is as follows:







Year 

(as at December)�Estimated no. of

CSSA elderly

living in institutions �Estimated no. of

CSSA elderly

living in the community������1993�19 700�50 800��1994�18 000�53 900��1995�25 500�66 600��1996�27 300�81 700��1997�32 700�98 200��

		We do not maintain statistics on the living arrangement of elderly people in the community.





Regulating the Sale of Health and Slimming Food



9.	MR ERIC LI (in Chinese): In view of a large variety of food products being promoted as health food or slimming food, will the Government inform this Council:



	(a)	of the measures in place to regulate the advertisements of such food products, so as to prevent any misleading or false contents; and



	(b)	whether it will consider enacting laws to the effect that such food products must be registered before they can be sold, so as to protect the health of the public; if not, why not?





SECRETARY FOR HEALTH AND WELFARE (in Chinese): Madam President,



	(a)	There are appropriate provisions under the Public Health and Municipal Services Ordinance for regulating the sale of food.  Its subsidiary regulations stipulate specific requirements relating to the composition of certain food and the labelling of food.  A purchaser may make his choice with reference to the information provided on the food labels.  In addition, there are provisions in the Undesirable Medical Advertisements Ordinance which prohibit the advertising of any substance for the purpose of treatment or prevention of the diseases specified in the Ordinance, for example, cancer and heart diseases, and so on.



	(b)	At present, there is no internationally recognized categorization of "health food" or "slimming food".  The legal provisions described above have provided sufficient grounds for regulating the sale of these foods in Hong Kong.  The Government will keep abreast of developments and consider, when necessary, whether there is a need to strengthen the current control measures.





Exchange Fund Advisory Committee



10.	DR LAW CHEUNG-KWOK (in Chinese): Will the Government inform this Council:



	(a)	of the total number of meetings held by the Exchange Fund Advisory Committee in 1997, together with the attendance rate of each member;



	(b)	of the number of incumbent Committee members who possess foreign nationality, and the number of those who are not permanent residents of Hong Kong; and



	(c)	whether the agenda and minutes of the Committee's meetings are open documents; if not, why not?





SECRETARY FOR FINANCIAL SERVICES (in Chinese): Madam President,



	(a)	The Exchange Fund Advisory Committee held a total of 12 meetings in 1997.  For the eight non-official appointed members of the Exchange Fund Advisory Committee, their attendance rates in 1997 range from 67% to 100% and the average attendance rate is 80%.



 	(b)	Members of the Exchange Fund Advisory Committee are appointed on the basis of their professional knowledge as well as their ability to offer advice to the Financial Secretary on the use of the Exchange Fund.  The Financial Secretary has not asked members of the Committee to declare their nationality and residence status which are not part of the criteria for their appointment.



	(c)	The issues discussed by the Exchange Fund Advisory Committee are mostly market-sensitive in nature and it would not be appropriate for the agenda and minutes to be made available to the public.





Young Suspects Receiving After-care Services



11.	MR HUI YIN-FAT (in Chinese): It is reported that a 17-year-old youth receiving the after-care services of the Correctional Services Department (CSD) hanged himself in a police station during his detention for suspected robbery.  In this connection, will the Government inform this Council:



	(a)	whether the police will immediately notify the CSD after-care officers in charge when young suspects receiving their services are detained; if not, why not;



	(b)	whether after-care officers have to know the whereabouts and activities of their supervisees at all times;



	(c)	whether a communication mechanism is in place between the police and the CSD in respect of persons suspected of committing offences during after-care periods; if so, what the details are; if not, why not;



	(d)	of the training currently provided for police and CSD officers to ensure that they have skills in handling the mental and psychological conditions of young persons suspected of committing offences during after-care periods; and



	(e)	whether it will consider reviewing the police's procedures for detaining for investigation young suspects receiving after-care services; if not, why not?



SECRETARY FOR SECURITY (in Chinese): Madam President, 



	(a) and (c)



		The CSD liaise closely with the Police Force in handling the arrest and detention of a person under the CSD's after-care supervision ("supervisee").  At present, when a supervisee is released, the CSD will provide the Police Force with the name and the Hong Kong identity card number of the supervisee as well as the contact telephone number of the after-care section of the relevant CSD's institution.  The Police Force will store the information in the Enhanced Police Operational Nominal Index Computer System (EPONICS).  After a person is arrested, the name and the Hong Kong identity card number of that person will be checked against the EPONICS.  If it is found that the person is a supervisee, the Police Force will inform the relevant after-care section of the CSD as soon as possible for appropriate follow-up action.



		As regards the case mentioned by the Honourable Member, there appears to be a communication breakdown between the Police Force and the CSD.  The Police Force are now investigating into the case with a view to making improvements to the existing communication mechanism between the two departments.



	(b)	The CSD's after-care officer is responsible for maintaining close contacts with his supervisees.  Visits to supervisees' homes or work places will be conducted by the officer at least once a month.  Besides, the contact telephone number of the after-care officer is given to the supervisee so that the officer could be contacted round-the-clock.



	(d)	Adequate training has been provided by both the Police Force and the CSD to their staff so that they are well equipped to handle young persons committing offences.  The Police Force offer training courses on youth counselling, communications skills with juveniles and seminars on problems faced by school children to their frontline officers.  Likewise, the CSD provides in its basic training courses for its staff the skills to handle persons in custody.  In addition, the CSD's clinical psychologists conduct regular sessions to keep the staff abreast of ways to detect and prevent suicidal behaviour.  Should a supervisee display any behaviour requiring psychological intervention, the after-care officer will make referral to the Clinical Psychologist for follow-up action. 



	(e)	In the light of the case, the Police Force are conducting a review on the procedures for detaining young suspects for investigation with a view to identifying areas of improvement.  In addition, there will be a death inquiry to be conducted by a Coroner which might also throw light on improvements to be made on the existing procedures.





Poor Non-CSSA Elderly Recipients Living Alone



12.	MR FREDERICK FUNG (in Chinese): According to the findings of some studies, the poor elderly (that is, persons aged 60 or above) who are not receiving Comprehensive Social Security Assistance (CSSA) are living a more difficult life than those who are receiving CSSA, and among the poor non-CSSA elderly recipients, the lives of those living alone are even worse.  In this connection, will the Government inform this Council:



	(a)	whether it has formulated any policy to improve the lives of poor non-CSSA elderly recipients living alone; if so, what the details are; if not, whether it will formulate such a policy; and



	(b)	whether it has planned to allocate additional resources to strengthen the publicity of the CSSA Scheme among the elderly, particularly those living alone?







SECRETARY FOR HEALTH AND WELFARE (in Chinese): Madam President,



	(a)	The Government is committed to helping vulnerable members of our community, including low income single elderly.  Whether they are on CSSA, our social service policies are specially designed to address their needs.



		In the case of housing, the Housing Authority has various priority schemes to facilitate the elderly, as well as their families who are willing to live and take care of them, in gaining access to public rental housing.  Under the "Single Elderly Persons Priority Scheme", elderly people are allocated units in Housing for Senior Citizen and the waiting time normally is two years.  Elderly people with immediate housing problem would be assisted by the Social Welfare Department (SWD) under the compassionate rehousing arrangement.  Elderly pubic housing tenants who have difficulties in paying even such heavily subsidized rent may apply for rent assistance from the Housing Department.



		To promote healthy living, we have set up seven Elderly Health Centres.  We will expand their scope of service to include preventive, promotional and curative aspects and increase the number to 18 in the coming two years.  To reduce their waiting time, general out-patient clinics offer 20% to 30% of their daily quota as priority discs to elderly persons aged 65 or above, and elderly with chronic diseases can make advanced appointments.  Elderly who cannot afford may apply for the requisite fee to be waived.



		In terms of social welfare services, elderly people with low incomes are accorded priority access to home help and residential care services.  Similarly, fees charged for a service would be waived or reduced for elderly persons who cannot afford to pay.







		We are keenly aware that support in the form of formal and professional services, and more importantly, care from family, friends and neighbours are of particular importance to elderly living alone.  The Social Networking for the Elderly Project was launched in October 1996 with the specific objective of strengthening the social network of the single elderly, preventing social isolation and making social services, including CSSA, more accessible to them through referrals to appropriate service units/organizations.  This and other out-reaching projects together with the multi-services centres and the social centres for the elderly all help to improve the quality of life of our elderly population.



	(b)	Over the past few years, we have stepped up efforts to publicize the CSSA Scheme with a view to facilitating a better understanding of the Scheme and a wider dissemination of its existence.



		Additional efforts to reach out to the elderly are being made under a three-pronged approach:



		(i)	we have arranged for Announcements of Public Interest on the radio.  Staff of the SWD also appear on radio programmes to publicize the Scheme and answer questions and enquiries on the spot.  The most recent occasion was the Radio Hong Kong phone-in programme on 19 and 20 February 1998 when questions, mostly on CSSA, from some 20 callers were dealt with;



		(ii)	the SWD's departmental hotline handles enquiries about the CSSA Scheme and other social security services.  Taped messages in Cantonese and Putonghua on the application procedures and eligible criteria are available on this hotline round the clock; and



		(iii)	we have solicited the help of social workers of NGOs to disseminate information about CSSA in their day-to-day contact with their elderly clients, encourage and help those in need to apply for it.

Funding Applications to the Finance Committee



13.	MR HENRY WU (in Chinese): Will the Government inform this Council, among the items submitted to the Finance Committee of this Council in each of the past five years; of:



	(a)	the number of those seeking funding for consultancy studies and the total amount of funds involved; and



	(b)	the number of those seeking funding for public works projects and the total amount of funds involved and, among them, the number of those which included consultancy fees and the total amount of funds involved?





SECRETARY FOR THE TREASURY (in Chinese): Madam President, as we do not keep the requested data to hand, we have had to extract and compile the relevant figures from original Finance Committee and Public Works Subcommittee papers.  Due to the time constraints, we have only been able to provide the requested information for the past three financial years.  The information is set out below:



	(a)	The number of Finance Committee Agenda Items seeking funding for consultancy studies for the financial years 1995-96, 1996-97 and 1997-98 (as at 27 February 1998) and the total amount of funds involved is summarized in the following table:



�1995-96�1996-97�1997-98�Total�����(as at 27 February 1998)���������No. of Finance Committee Agenda Items seeking funds for consultancy studies�

9�

3�

4�

16��������Amount of funds ($million)�$362.2�$144.6�$120.5�$627.3��	

	(b)	For the same period as in (a) above, the number of public works programme projects seeking funding via the Public Works Subcommittee approved by the Finance Committee, their total approved project estimates, the number of these projects which included funds for consultancy fees and the total amount of consultancy fees sought is summarized in the table below:



�1995-96�1996-97�1997-98�Total�����(as at 27 February 1998)���������No. of public works programme projects approved by Finance Committee via the Public Works Subcommittee (including increase in APEs)�99�111�168�378��������Total amount of approved project estimates in MOD prices ($million)�$18,295.02�$25,241.74�$32,675.57�$76,212.33��������No. of above projects which included consultancy fees�51

�61�81�193��������Total amount of consultancy fees contained in the approved project estimates (including resident site staff costs) in MOD prices ($million)�$1,104.6�$1,270.67�$2,400.63�$4,775.90��

	The above dollar figures are only the estimated project cost and consultancy fees sought and approved by the Public Works Subcommittee and the Finance Committee.  They do not represent the actual expenditure on the projects.

Deaths of Police Officers During or After Training



14.	DR DAVID LI: On 21 February this year, a Police Superintendent collapsed and died of a suspected heart attack shortly after a physical exercise at the police training centre in Fanling.  In this connection, will the Government inform this Council:



	(a)	of the number of police officers who died during or immediately after training in the past three years and the causes of their deaths; and



	(b)	whether it will review the existing physical and medical tests held before allowing Police officers to take part in training to see if they can effectively prevent the occurrence of similar incidents; if so, what the details are?





SECRETARY FOR SECURITY: Madam President, 



	(a)	In the past three years, there were three police officers who died during or immediately after training.  Two died of heart attack while one died of suspected heart attack.



	(b)	At present, police officers attending strenuous training are required to go through a comprehensive medical screening including eye and hearing tests, chest X-ray, lung function tests, blood test and  electro-cardiogram test to check the heart function.  Depending on the medical history of each officer, supplementary tests may also be carried out.



		The Police Force Management, in consultation with medical professionals, is conducting a review of the existing medical screening for officers required to undergo strenuous training with a view to identifying areas of improvement.













Waiting List for Institutional Care Places for Elderly



15.	MR HENRY WU (in Chinese): Will the Government:



	(a) 	inform this Council of the respective numbers of elderly people waiting for institutional care places, those allocated such places and the increase of such on the waiting list in each of the past three calendar years; and

 

	(b) 	provide a breakdown of the number of elderly people in the above three categories by the following age groups:



			(i)		60-69;



			(ii)		70-79;



			(iii)		80-89; and



			(iv)		90 and above?





SECRETARY FOR HEALTH AND WELFARE (in Chinese): Madam President,



	(a)  The information requested is summarized as below:

 

	Number of elderly people waiting for government-funded residential care places:



	(as at end December of each year)





�Total��1995�24 360��1996�29 866��1997� 33 140*��

	*	It is estimated that about 44% of these elderly people are living in private residential care homes.

			Number of places allocated



�Total��1995�2 829��1996�3 722��1997�2 838��



			Number of new applications registered on the waiting list



�Total��1995�14 204��1996�18 332��1997�17 527��

	(b)	The age breakdown for the above statistics is not readily available.





Precaution Against Sydney Influenza Type A Variant



16.	DR TANG SIU-TONG (in Chinese): Will the Government inform the Council whether there are indications that the Sydney Influenza type A variant is spreading in Hong Kong; if so, whether it has allocated additional resources for carrying out preventive work?





SECRETARY FOR HEALTH AND WELFARE (in Chinese): Madam President, influenza is a common disease in Hong Kong.  It has higher prevalence around March and July every year.  This year's situation is the same as before, with the number of influenza cases starting to increase since late February.  The predominant strain in previous years was the Wuhan strain, but it has been replaced by the Sydney strain this year.  Both strains are subtypes of influenza A H3N2 viruses.  Previous infection with the Wuhan strain or immunization with influenza vaccine containing the Wuhan strain helps prevent individuals against the infection by the Sydney strain. 









	To avoid infection of influenza among the elderly in residential care homes, resources have been allocated to immunize these elderly people by vaccination.  The mainstay in the prevention of influenza is to strengthen body resistance through proper diet, adequate rest and exercise, and maintaining good ventilation.  The Department of Health will enhance its publicity efforts to promote these preventive measures to the general public through the mass media, its clinics and health centres.  It will also continue to monitor the situation closely through its disease surveillance network which consists of public and private clinics, and hospitals.





BILL



Second Reading of Bill



Resumption of Second Reading Debate on Bill



PRESIDENT (in Cantonese): Bill: Second Reading.  At the meeting today and tomorrow, we will resume the Second Reading debate on the Appropriation Bill 1998.  The question before Council is: That the Appropriation Bill 1998 be read the Second time.





APPROPRIATION BILL 1998



Resumption of debate on Second Reading which was moved on 18 February 1998





PRESIDENT (in Cantonese): I will try to balance the number of Members speaking on the question each day, and will suspend the meeting at an appropriate time.



	Under the Rules of Procedure, each Member has a maximum of 15 minutes for his/her speech.  I will direct a Member to discontinue when he/she speaks in excess of the specified time.



PRESIDENT (in Cantonese): Please allow the Clerk some time to write down the names, as a number of Members have raised their hands.



	The first Member to speak is Mr Allen LEE.





Mr Allen LEE (in Cantonese): Madam President, the first budget of the Hong Kong Special Administrative Region (SAR) presented by the Financial Secretary on 18 February has brought a big surprise to the people of Hong Kong as a whole.  On behalf of the Liberal Party, I would like to congratulate the Financial Secretary on a job well done, as his Budget, notwithstanding the proposed reductions in revenue and increases in expenditure, can ensure us of a surplus of over $10 billion in the coming year while maintaining stability, both economic and financial.  The Financial Secretary has said modestly before that he was not Moses, so he could not follow his footsteps to lead people across the Red Sea to the Promised Land.  To me, however, he has both fought his budget war and crossed the finish line in the sprint against political parties.  From now on, there is only the applause from the people of Hong Kong and the leaders of the Central Authorities.  Nevertheless, I do hope that the Financial Secretary will not insist on having his own way on the question of fuel tax for it would leave a blot on an otherwise good Budget.



	Whether the pessimistic talk before the presentation of the budget was part of the Financial Secretary's well planned strategy to give the people a big surprise, or the Budget had in fact been amended prior to its presentation to meet people's expectations does not require further exploration as far as I see it.  What matters most is that the Government has presented a Budget which is not only in line with the interests and expectations of the people, but also capable of supporting the people as well as businesses to ride out the storm in these difficult times of an economic downturn.



	That the Liberal Party has attached great importance to this Budget is because of the aftermath of the financial turmoil which happened in October last year.  In the wake of this financial turnmoil, the economy of Hong Kong has been in recession, businesses are adversely affected and many firms and companies have been forced to closed down, thereby causing many employees to suffer from pay cuts or unemployment.  On the other hand, the high bank rates have caused much difficulties to proprietors of small businesses as well as people repaying home mortgages.  Worse still, news about people committing suicide as a result of losing all they have in the property or stock market or because of business failure are not uncommon; it appears the whole community has been cast under a terribly miserable atmosphere without any glimpse of hope at the far end of the tunnel.  The Liberal Party believes that a responsible government should make every effort to help its people overcome their difficulties in the light of the existing economic conditions of the community.  In this connection, the annual Budget is a crucial time for the Government to introduce financial arrangements that could help the people out.  In our opinion, the Government should, in this financial year, cut taxes, freeze all fees and charges, and raise all tax allowances so as to help members of the public and the business sector to ride out the storm.



	Therefore, when the Financial Secretary told the people of Hong Kong openly not to expect too much from the Budget just 10 days before its scheduled presentation date, the Liberal Party was gravely concerned.  At the breakfeat meeting held on 11 February, we were very much agitated at hearing the Financial Secretary say that the Government would be maintaining a strong budget surplus for the coming year.  That meeting somehow "ended in ill feelings".  As such, we decided to make our last effort in the remaining week to lobby the Government.  For this purpose, we informed the convener of the Executive Council, Dr Sze-yuen CHUNG, and persuaded him to help lobby the Government as well.  In addition, I made an appointment to meet the Chief Executive immediately; and after that meeting, I sent him a letter which I am going to read out to Honourable Members now:



	"Dear C. H.,



		Thank you very much for sparing some time to discuss with me the annual Budget yesterday.



		The surplus arising from the 1997-98 Budget is expected to be much higher than the estimated $31.7 billion.  If the 1998-99 Budget maintains such an enormous surplus, the Liberal Party will not lend our support to it.  Our decision is based not on any political reasons, but solely on economic grounds, in particular the financial situation of Hong Kong.  It is only absurd that should any one regard this as a political gesture made to canvass votes for the coming election.  We are sincerely concerned about the problems confronting Hong Kong, and we are also aware of the importance of how the international market as well as the IMF view and affect Hong Kong.  However, in view of our consistently firm and robust financial condition, we believe that the international communitiy would still accept our 1998-99 Budget even if it could only achieve a mere balance or just a meagre surplus of about $5 billion.  In fact, not only do we have an enormous surplus, we are also able to lend money to those countries in need.  Besides, as the principle of all investors in the international market is to make profit, Hong Kong should be able to maintain their confidence in investing in our economy.



		In view of the poor performance of our businesses as well as the rising rate of unemployment, a responsible government should take note of the difficulties of its people and implement measures such as tax concessions, reduction in rates, holding over provisional tax payment, freezing of fees and charges and so on to help people alleviate their burden.  It is our hope that the Government would make special arrangements for the benefits of its people.



		I have never doubted your goodwill in putting aside your family business for the good of our country as well as Hong Kong; however, I think that it is not enough for your goodwill to be felt by you yourself or by me, rather, it should be felt by the people as well.  I think that not many people are telling you the truth.  Most of them are just trying to say pleasing words to you only.  I am sure that wise and rational as you are, you can certainly act with insight.



				With my best regards and best wishes.



Allen LEE"





	The lobbying and fighting efforts made by the Liberal Party are certainly the responsibilities that should be fulfilled by any political party which has decided to face the people and its voters.  And such a political party should act out of its own conscience and in the light of public opinion to try every means to press the Government to implement policies considered to be in the best interests of the people, and then to give an account of everything to the people afterwards.  However, many current affairs critics always confuse the rights with the wrongs and label the Liberal Party with the wrong tags.  As a result, our duties have been criticized as efforts to win press coverage, to brag about our contributions, or to lobby voters' support.  Those who hold such opinions are in fact ignorant of both the real meaning and operation of democratic politics.  I would like to ask these people a question.  What is wrong for a political party formed from amongst the people to work for its voters?  The most important point is that what the political party does is in line with the wishes and interests of the people.  The coming year is not an election year; however, on behalf of the Liberal Party, I could promise the people of Hong Kong clearly that we would still be going after the government as stringently and harshly as we have been this year should the Budget next year is not in line with the interests of the people of Hong Kong.



	Although the 1998-99 Budget is acceptable on the whole, there are still individual parts that are not good enough.  In regard to Rates concession, we believe that the Government could have made an even better offer.  The Liberal Party finds the Government too mean in granting only a slight 0.5% reduction in Rates.  Although the Government will suffer a $1.7 billion reduction in Rates revenue for the second half of the year, we must not forget that the new 3% Government Rent levied after the reunification would bring the SAR Government an additional revenue of $4.5 billion for the second half of the year.  Therefore, the Government should be able to afford the proposed one percentage point reduction in Rates as proposed by the Liberal Party and bring the percentage charge of Rates down from 5% to 4%.



	In addition, for the second half of the year, the Government would have two more channels apart from Government rent to generate additional revenue, namely, the full returns from land sales and the returns from the investment of the land fund.  These two additional revenue item could certainly make up for all the losses incurred from the tax concessions.  As such, the Government should not be too "mean" in the Government rent issue on the one hand, and should be more generous in its Rates concessions on the other.



	The Financial Secretary has said in the Budget speech that in considering Rates concessions, he has to take into account the needs of the two Municipal Councils, in particular the New Territories because out of the 5% percentage charge of Rates, 4.2 percentage points would be used to pay for the expenditures of the Regional Services Council.  However, I think this is not a very sound reason for setting a minimum level for Rates because the whole matter is technical in nature.  With some simple accounting procedures, the two Municipal Councils could still be given sufficient funds to maintain all the services they have been providing.  In my opinion, the Government should not be so mean in this respect, and instead, it should focus on the main orientation and reduce the percentage charge of Rates by one percentage point so as to achieve the objective of helping the people alleviate their burdens.



	Another point of reservation concerning the Budget is the new guidelines formulated by the Government in respect of the fiscal reserves.  In my opinion, the so-called "reasonable level of reserves" as referred to by the Government is far too high a level.  It has in fact exceeded the practical need by many times and will affect the flexibility of future budgets.  The research section of the Liberal Party will carry in-depth studies in this respect.



	Members of the Liberal Party in this Council will be speaking on the areas with which they are familiar in these two days.  Finally, I wish to praise the Financial Secretary once again for his willingness to listen to the people.  It is my hope that he will also listen to the public opinion concerning the duty on fuel; and in this connection, I am sure he would appreciate the beautiful echoes of applause from the people, and that he is not wasting our resources to get the applause.



	Madam President, on behalf of the Liberal Party, I support the Budget with the condition that the duty on fuel would be reduced.





PRESIDENT (in Cantonese): Mr Ambrose LAU.





Mr Ambrose LAU (in Cantonese): Madam President, the Budget is unique in that it reflects fully the democratic and liberal new administration style of the Government of the Hong Kong Special Administrative Region (SAR) under the principle of "Hong Kong people ruling Hong Kong".  Before the Budget was finalized, the Chief Executive, Mr TUNG Chee-hwa, and high ranking officials such as the Financial Secretary, Secretary for the Treasury, and so on, had been consulting various sectors of the community for advices.  On the other hand, all political parties, including the Hong Kong Progressive Alliance (HKPA), and other organizations have reflected actively to both Mr TUNG Chee-hwa and major officials of the SAR the difficulties suffered by people from all walks of lives and businesses and submitted many proposals and suggestions.  We are glad to see that the SAR Government, under the leadership of Mr TUNG, has not only listened to our views but has also carefully incorporated them into the budget which can be described as a combination of the wisdom of the people of Hong Kong and the extensive public opinion base.  In short, it is very much welcomed.



	The new Budget has three major tasks: first, to help the people to ride out the storm; second, to stimulate the economy and to maintain the confidence of both the people and international investors in Hong Kong; and third, to demonstrate, after the financial turmoil, the SAR Government's knowledge and policy in respect of supervising the financial market.  In my opinion, the Budget has done a better job in terms of the first task, an inadequate one with the second, and "too late" with the third.



	In regard to the task to help the people ride out the storm, the Budget has demonstrated that the Government is really sincere in helping the people and is not indifferent to their difficult situations.  With regard to the tax concessions, the HKPA has proposed that the basic personal allowance should be increased by 10% to 13.4%, while the single-parent allowance should be raised to $102,000; besides, the allowance for a disabled dependent should be raised to $32,400, while the allowance for training expenditure should be raised to $24,000.  In addition, we have also proposed that an additional allowance should be introduced for mortgage interest payments, and an one-percentage-point cut in the percentage charge for Rates.  We are therefore glad to see that the Budget has basically accepted, with certain adjustments in figures, all the proposals made by the HKPA to help the people ride out the storm.  As the Budget has also accepted the proposals made by other political parties and organizations, it can be regarded as having catered for the needs of all sectors of the community.

	In addition to benefiting equally everyone in the community, the proposed adjustments to the tax bands and marginal tax structure, as well as the deduction for mortgage interest payments introduced in the Budget will benefit the middle class in particular.  It has all along been the belief of the HKPA that the middle class are the underpinnings of our economy; they have always been paying the most in terms of taxes, and getting the least in terms of benefits.  As such, we have for years been putting in a lot of effort to strive for and maintain their reasonable interests; in this connection, we have already been urging the Government in the past two years to introduce an additional decuction for mortgage interest payments.  The special offer provided in the Budget could on the one hand adjust reasonably the long-term imbalance between the rights and obligations of the middle class; and on the other hand, encourage the middle class, the most badly hurt financially and psychologically in the financial turmoil, to regain their confidence in striving hard for the future.  In this respect, the Budget could be regarded as capable of benefiting the people at large as well as taking special care of a particular group in a fair and proper way, without aggravating the conflicts among various sectors of the community.  Instead, the relationships among the different sectors in terms of their interests have become more well balanced as a result.



	In regard to the effort made by the Budget to encourage the community to take care of the elderly family members and the disabled, as well as to offer special care to the single parents who are suffering from particular difficulties, the sense of benevolence demonstrated is also worthy of our appreciation.  The HKPA has all along attached great importance to the essential and fundamental role played by families in respect of the harmony and cohesion of the community as a whole, and been urging the Government to provide single-parent families with additional assistance.  It is considered as a good virtue in our culture to cultivate close familiy tides, in particular the special respect and provision for the elderly.  In my opinion, this is the basis of a community's moral ethics.



	Concerning the task to stimulate the economy, the Budget has proposed a list of middle to long-term measures, including a number of large scale infrastructure projects to be carried out in the next few years.  In this connection, a total of $80 billion will be spent in the construction of roads, railways, as well as port infrastructure; the housing expenditure for the new fiscal year will be raised to $49 billion; and the non-recurrent expenditure for education will be raised to $10.2 billion.  In addition, $1 billion will be set aside to provide funding support for studies concerning applied research, industrial development, support services and productivity enhancement, as well as to develop industrial estates and the proposed science park.  Besides, the old-fashioned industrial or office buildings will also be reconstructed into modern and flexible "smart" industrial or commercial buildings.  All these measures aimed at stimulating the economy will certainly create a number of job opportunities for the community as a whole on one hand, and improve the environment for investment in terms of infrastructure on the other.  Notwithstanding all these, we fail to see any specific and practical measures to facilitate the economic restructuring of Hong Kong.  The economic downturn as witnessed currently boils down to a question of not only the uprooting and hollowing out of the manufacturing sector, but also that of a general recession of our financial, services and property sectors.  The present situation has dawned on us very clearly that if the Government fails to nurture a new high value-added industry, more and more members of the middle class will be laid off in the midst of the downward development of the services and financial industries.  Worse still, there will not be any new industries to absorb these unemployed people.  The Government should include, in its middle to long-term measures, a new thinking for enhancing the restructuring of our economy.  Otherwise, even after all the infrastructure projects are completed, the economy of Hong Kong will still be struggling hard to find a way out.



	With regard to the short-term measures to stimulate the economy, the Budget has noted the deteriorating condition of the business environment.  The HKPA is glad to see that the Government has accepted our proposals to stimulate the economy with tax concessions.  In this connection, the Air Passenger Departure Tax as well as the Hotel Accommodation Tax will be reduced, while the depreciation allowance for industrial facilities and machineries will be raised to 100%.  Besides, the annual depreciation allowance for commercial buildings will be raised while the depreciation deduction will be extended to commercial buildings.  However, the Budget has not accepted one of our proposals, which is to set a loan fund of not less than $20 billion to help the small-to-middle scale shops and enterprises to maintain their business, thereby preventing them from closing down or laying off their employees.  In the face of high interest rates, the incentive to invest of the communitiy as a whole has disminished.  Besides, under the situation where interest payments are higher than profits, many small-to-middle scale shops and enterprises with limited liquidity are having much operating difficulties, and more and more firms are forced to cut down on their sizes of business and staff, while some are forced to close down.  In view of this, the HKPA has proposed to the Government to set aside $20 billion from its fiscal reserves to form a loan fund to provide via banks low interest loans for the needy small to middle scale shops and enterprises to overcome their difficulties, thereby stimulating the economy.



	the Government has already decided to make use of the Exchange Fund to provide the Mortgage Corporation with $10 billion of standby credit support facilities to enable the Corporation to purchase mortgage loans from banks.  The public in general believes that this is a measure by the Government to help save the property market.  Given that the Government has agreed to allocate $10 billion to the Mortgage Corporation, why could it not set up a loan fund of not more than $20 billion?  In both cases, the funding would be provided by the Government while the intermediary services would be provided by banks.  The only difference is that while one is designed to save the property market, the other is intended to save the economy, both being essential to the local economy as the basis on which a revival could be staged.



	There is a third aspect of the Budget which should be dealt with, that is, the apparent slow reaction of the Government to the financial turmoil.  The first and foremost concern of both the public and investors is the fluctuating financial market.  The HKPA has all along been in firm support of the linked exchange rate system; besides, we are of the opinion that to maintain and perfect this system is equal to laying the foundation for a stable economy and financial environment for Hong Kong.  On the other hand, the HKPA also considers that while we uphold the linked exchange rate system, we should set up an expert committee expeditiously to carry out an emergency study on the ways to maintain the stability of Hong Kong dollar and protect the businesses at the same time, with a view to formulating as soon as possible a complete set of implementation methods and measures for the currency board mechanism.  According to the Budget, the review on the financial operation of Hong Kong has been completed and the report will be released within this month; in this connection, the people of Hong Kong are rightfully expecting to see whether the Government really has no more than an "one-off" measure or it has many other "tricks" up its sleeves to help safeguard the linked exchange rate.  I just hope that the report would not let the people down.  In this respect, the HKPA hopes that the Government will attach great importance to the fact that the confidence of both investors and the people of Hong Kong in the local financial market is dropping, and take expeditious actions to perfect and enhance its supervision of the financial market, thereby altering to a greater extent the unhealthy situation in which the speculative marketeers could get whatever they want from the market.  However, we are sorry that the Budget seems to have attached not enough importance to this issue.



	All in all, this Buget is not an easy one to draft, as it has, in general, incorporated the opinions of the people at large, made moderate proposals, struck the right balance, tried every possible means to help the people ride out the storm, as well as stimulated the economy to some degree.  As such, it could still get our full support and endorsement.  Regarding those not so satisfactory points, it is our hope that the Government will take note of them seriously.  Although the HKPA will not go after the Government vigorously for that, we would still be making sincere comments all the time.



	Madam President, I so submit.





PRESIDENT (in Cantonese): Mr TSANG Yok-sing.





Mr TSANG Yok-sing (in Cantonese): Madam President, if giving applause is also regarded as the culture of this Chamber, I would propose Honourable Members to applaud the Financial Secretary for his remarkable performance.  However, it is not the current Budget that I am referring to as remarkable.  I am referring to the remarkable way in which the Financial Secretary had played his psychological game before the Budget was presented.



	Due to the regional financial turmoil, the economy of Hong Kong has slackened abruptly, and the weight of daily lives has since then been on the populace at large.  While those property owners witness their assets depreciate in value, the working population are worrying about the threat of being laid off.  On the other hand, however, members of the public could still see that the Government is retaining exceedingly strong fiscal reserves.  Hence, all sectors in the community are looking to the Government for measures that could practically help them out; as to this 1998-99 Budget, they would very naturally have a lot of expectations.







	In the midst of such an atmosphere, the Financial Secretary had started giving out pessimistic hints and kept talking about all kinds of difficulties just a few weeks before the Budget was presented, as if he was trying to tell the people not to ask too much of the first Budget of the Special Administrative Region.



	For this reason, when the Financial Secretary was making his Budget speech in this Chamber last month, Honourable colleagues of this Council probably did not hold any high expectations; as many of them were pulling a long face, while some others were rolling up their sleeves and waiting to condemn the Government at any time.  However, as the Financial Secretary presented one concession after another, atmosphere in this Chamber began to liven up gradually, and the look on everybody's face also seemed to be more and more relieved; and when the Financial Secretary came to the Rates concessions, smiles could be found on many faces.  As such, the immediate comments made by Honourable Members after the Financial Secretary had finished delivering has speech were almost unanimously favourable.



	The first response from the public was also favourable.  As reflected in the results of the opinion survey conducted right after the budget presentation, the Budget was welcomed at large, and the popularity of the Financial Secretary among the people has also risen accordingly.  However, about a week later, when the euphoria began to wane off, we began to hear more and more voices of dissatisfaction.



	Many people are questioning the way the Financial Secretary has arrived at his "appropriate level of fiscal reserves", as the level of fiscal reserves that the Government is required to maintain will affect directly its taxation policy.  The Financial Secretary has referred to the following view in his Budget speech, and I quote, "Financially, we should not tax more than we need."  According to this view, the Government should be determining the level of its revenue in the light of its expenditure; as to the Government expenditure, it is governed by the Government's golden rule, the "prudent fiscal management principle", which limits the budgeted expenditure growth to a level below the trend growth of the economy.  As such, the Government does not have much flexibility when projecting its annual expenditure.  The Government's only room for manoeuvre in formulating its revenue policies therefore lies in the budgeted surpluses.  In other words, the level of fiscal reserves to be maintained has become the major factor affecting the Government's taxation policy.



	As referred to by the Financial Secretary, the fiscal reserves are kept for three purposes, namely, to meet the Government's day to day cash flow needs, to meet any contingency requirements, and to underpin the exchange rate stability; to cater for these needs, the appropriate level of fiscal reserves should be equal to nine to 15 months' expenditure plus the money supply under the M1 definition, which stands at between $300 billion and $500 billion in terms of 1997-98 figures.  By the end of March this year, the accumulated fiscal reserves will be standing at $400 billion plus, a level which falls aptly within the Financial Secretary's "appropriate" range.



	In view of such a coincidence, one could not help suspecting the Financial Secretary of "making up the figures" by inventing the "appropriate level of fiscal reserves" in the light of the solid amount of $400 billion plus.  In fact, no matter the fiscal reserves are kept for exchange rate stablization purpose or for contingency needs, the fact remains that it is hardly possible to come up with an "appropriate level of fiscal reserves" acceptable to all.  If the Government could still achieve a budget surplus after the public are satisfied that their various needs have been catered for, I am sure nobody would be opposed to its keeping more reserves.  However, at a time when the people are urging the Government to draw on the fiscal reserves to help them ride out the storm, the innovative fiscal reserve formula proposed by the Financial Secretary will inevitably be regarded as the Government's excuse for not opening its safe.



	As the Government believes that the size of fiscal reserves should continue to grow, this Budget still needs to achieve a budget surplus of more than $10 billion.  Therefore, the total cost of the various tax concessions on the revenue would be limited to $13 billion odd only.



	Although the Government has accepted the various tax concessions proposals submitted by the people, it has made many discounts here and there before introducing them.  the personal allowance for Salaries Tax, for example, has been proposed to increase from its original level of $100,000 to $108,000; the rate of increase is obviously very limited.  Concerning the long-awaited new deduction for home mortgage interest payments, the general opinion is that the allowance of not more than $100,000 per annum cannot offer any practical assistance to those households living in mortgaged homes.  In regard to the request for Rates concession made by the community at large, the Financial Secretary only agreed to cut down the percentage charge for Rates by half a percentage point.  To put it in specific figures, a household which now pays a total of $1,600 for Rates and Government rent will pay $100 less only with the proposed concession.  This rate of saving has still fallen much short of people's expectations.  Had members of the public expected the Government to introduce substantial tax concessions, or had they known beforehand that the heading of this budget was "riding out the storm", would they still be welcoming the Budget with such a loud applause? 



	After all, the grassroots should be the most disgruntled among the various sectors of the community.  Surely the Budget has realized those pledges made by the Chief Executive in delivering his policy address in October last year; nonetheless, in the policy address was in the making, the regional financial turmoil has not yet broken out, the community then was still very optimistic about the local economy, and the notions of "providing comfort for the people" as well as "riding out the storm" were therefore nowhere to be found.  That the economy of Hong Kong has been experiencing drastic changes in this past few months has caused the middle and lower strata of the community to look to the Government for new assistance.  In this connection, the Government should take into account the prevailing conditions and then adjust accordingly the measures proposed in the policy address as well as the priority ratings regarding such measures to cater for the new needs of the community.  However, the Budget has made no mention of any government effort in this respect.  Those grassroots who are unable to enjoy any benefit from the tax concessions but are in need of more direct support from the Government would certainly be disappointed with the Budget.



	Madam President, as its heading goes, the Budget should move on to "renewing Hong Kong strengths" after "riding out the storm".  According to the Financial Secretary, apart fom providing comfort, this Budget must also aim to bolster confidence and enhance competitiveness "through measures that strengthen our economy, that help to propagate competitive, enterprising business activity".  In this connection, however, the Budget seems to have few effective measures to offer.  In fact, even though the tax concessions granted to businesses may well be able to encourage investment, one just would not believe that they could achieve the grand objectives referred to by the Financial Secretary.  With respect to the approaches to summing up the experience gained in the financial turmoil, as well as the measures to perfect the supervisory mechanism of our financial and stock markets with a view to bolstering investors' confidence in Hong Kong, presumably the Financial Secretary has so far failed to come up with any specific proposals.



	On the other hand, that the SAR Government still manages to provide for an increased expenditure, hold fast to the plans to improve existing services and introduce new services, grant tax concessions, and better still, achieve a budget surplus, despite the regional financial turmoil and the resulting severe economic downturn, may well be the envy of all the other governments in the region.  In addition, we must understand that in drafting the Budget, the Financial Secretary was faced with pressure from all sectors; as such, it is certainly not fair to rate this Budget as below standard.  Nevertheless, the Democratic Alliance for Betterment of Hong Kong (DAB) does consider the heading "Riding out the storm, Renewing Hong Kong Strengths" too flattering as far as this Budget is concerned; a more realistic presentation should perhaps be: "Riding out part of the storm, awaiting to renew Hong Kong strengths".



	Madam President, in this two-day debate, the DAB colleagues of this Council will be speaking on the various aspects of this Budget; apart from highlighting the points that worth our commendation.  We will also point out areas that warrant further improvement.  However, before I conclude this speech, I would like to speak in response to the Financial Secretary's proposal to raise the duty on fuel.



	As reported by the media, the Financial Secretary has been warning to withdraw the tax concessions proposed in the Budget if his proposal to raise duty on fuel is negatived by this Council.  I hope this is just a rerun of what had happened before － the Financial Secretary is playing his psychological game to give us another surprise, just nothing will be withdrawn in the end.  According to the Financial Secretary, his proposal in the last budget to raise light diesel oil duty was negatived by the then Legislative Council on the grounds that neither the booming economy nor the favourably balanced budget should call for any tax increase; and his proposal this year is again met with opposition in this Council, as Members are concerned about the people's livelihood in the midst of this economic downturn.  The Financial Secretary therefore concludes that Members of this Council will just turn down any proposal to raise duty, regardless of whether the economy is upturning or downturning; and to him, Members are only being unreasonable to turn down tax increases in such ways.



	However, the Financial Secretary has stressed in two of his speeches the Government's principle of not taxing more than it needs.  In the light of this principle, we believe that the Government is not required to provide any special reason for not raising tax rates, but tax increase proposals must be supported with good reasons.  For this reason, while Members of this Counicl would have every right to claim that "the Government should not introduce any tax increase if it could not provide good reasons for that", the Financial Secretary should never be saying anything like "How could Members turn down my tax increase proposal if they do not have any good reasons?"



	The Financial Secretary proposed to raise the duty rates on fuel, tobacco and methyl alcohol by 6%.  If passed, such duty raises would bring in an additional revenue of over $400 million in 1998-99.  On the other hand, if the duty rate for fuel remained at its present level, the cost to revenue would be some $300 million, which is slightly more than 0.1% of the total government revenue.  In view of the budget surplus of $10.7 billion, the rate differential definitely will not have any effect on the Government's balanced budget.



	When referring to his proposal to raise the duty rate for fuel, the Financial Secretary remarked that the percentage charge for the duty must be adjusted for inflation in order to maintain the real value of the duty.  However, this is by no means a golden rule, as the percentage charges for certain taxes and duties are not adjusted for inflation every year.  Besides, there are also past examples in which rate cuts had rendered the relevant percentage charge lower than the rate of inflation.



	As regards the argument of fuel duty increases could discourage people from using fuel, and thus help alleviating the problem of air pollution, this is even more unconvincing.  Unless there are other more environmental friendly alternatives available in the market, we do not believe the differential duty rate of 6% could have any substantial impact on people's fuel choices.  Should the Government withdraw the proposed tax concessions because of the negatived fuel duty increase proposal, the resulting public aversion will certainly be too strong for the Financial Secretary to resolve, however sophisticated his psychological game skills have become.  What is more, the loud applause he received will immediately transform into strong voices of opposition.  I am sure the Financial Secretary should know better.



	Madam President, I so submit.

President (in Cantonese): Dr David LI.





DR DAVID LI: Madam President, the object of government, we are told, is to bring about the greatest happiness for the greatest number.  Three weeks ago, the Financial Secretary introduced a budget proposal that did exactly that.  This is a fine achievement, and he fully deserves the praise he has been given.  Indeed, the Budget is a credit not only to him personally, but to Hong Kong as a whole.  It is a fortunate Financial Secretary who has the means with which to be frugal and generous in equally impressive measures.  In most economies, it is a choice of one or the other.



	Let us briefly review some of the main features of the Budget.  First, the Financial Secretary has explained to us why Hong Kong needs ample fiscal reserves.  This is long overdue.  Year after year, we see government surpluses rise, and we see these reserves expand.  The more we have in our reserves, the more people wonder ─ why?  Hong Kong, a city of 6.5 million people, now has the third highest reserves in the world.  Without a clear definition for a rainy day, there will always be a temptation to dip into the reserves when it starts to drizzle.  The Financial Secretary is to be commended for establishing a benchmark of the levels of reserves we need.



	Next, he announced reductions in salaries tax for all but the very highest earners.  It would be stating the obvious to say that this has been well-received.  Not only do 99% of taxpayers pay less, but the new tax rate structure makes the distribution of the existing low burden even fairer.  Only 10 000 people are now paying salaries tax at the standard rate.  Perhaps it should be renamed the "diamond" rate or "platinum" rate, to reflect its exclusive and elite nature.  That way, it will become a status symbol.  Who knows ─ people may actually want to pay it.



	The Financial Secretary also increased allowances for single parents and for families supporting disabled and elderly dependents.  I believe the whole community will support such assistance for people whose family duties are especially challenging.  Many people in Hong Kong pay no salaries tax at all.  This is a matter of which the Financial Secretary has every right to be proud of.







	However, to some degree, all of us are paying a hidden tax, directly or indirectly, through the high cost of property, passed on in the prices of most goods and services.  This is especially the case where residential property prices are concerned.  This has long been perceived as Hong Kong's most pressing problem, and I welcome the determination of this Administration to succeed where its predecessors plainly did not.



	The proposed mortgage relief is, perhaps, the most controversial aspect of this Budget.  Several objections have been raised:



	-		Some say that the subsidy may simply flow straight to developers.



	-		Others say that it complicates our simple tax system.



	-	And, some fear that imaginative but devious citizens will arrange, or re-arrange, their marital status in order to qualify for the subsidy twice.



	I have no doubt that the Administration has carefully considered all these issues and that the mortgage relief will be positive and beneficial to the community as a whole.  The fact that it is available to all, rather than to a particular group, is certainly a point in its favour.



	I do feel sorry, however, for the future Financial Secretary who deems it prudent one day to eliminate this tax deduction.  As other jurisdictions have found, subsidies to the middle class can become socially impossible to justify, and politically impossible to remove.



	The Financial Secretary went on to stress the importance of maintaining Hong Kong as the best place in the world for business, and the premier services centre for the region.



	Like the Budget as a whole, the reduction in profits tax sent exactly the right message at home and overseas.  It sharpens our competitive edge a little, yet it reflects fiscal abundance, not recklessness.  Whatever incentives, allowances, or subsidies our competitors in Asia may offer, I believe there is no fiscal measure ─ not one ─ that can rival a low level of profits tax.  It applies to all and goes straight to the bottom line.  I almost feel sorry for jurisdictions trying to find some way to match it. 

	Nonetheless, some other Asian economies are making very well-targeted attempts to lure business away from us.  Some of these efforts seem calculated to draw certain activities away from Hong Kong, regardless of the costs.  By our standards, these attempts almost appear to be desperate ─ but that is, perhaps, all the more reason to take them seriously.



	For this reason, I welcome the continued commitment of the Administration to listen to the business community, and to implement suggested improvements to our business environment.  And this brings me to some points of specific interest to the financial industry.  



	We welcome the Financial Secretary's proposal to explore the negotiation of comprehensive double taxation agreements with certain foreign governments.  We realize that this is a complex issue.  However, it affects the competitiveness of Hong Kong where particular activities are concerned.  We fully support any steps that he can take in this area.



	We also welcome his proposal to allow an immediate 100% write-off for new computer hardware and software.  With the year 2000 problem requiring additional investment in computer systems, this is appreciated by the financial sector, and I am sure, by many other sectors.



	The banking industry would welcome any move by the Administration to review the policy concerning tax relief on general provisions for bad and doubtful debts.  As with double taxation treaties, this affects our competitiveness.  Banks elsewhere, including the Mainland, Taiwan and Singapore, are not penalized for prudence in this way.  I fully accept that these are relatively minor points.



	Competitiveness depends on more than fiscal policy.  It depends on the quality of schools, the cost of housing, the integrity of the judicial system, and the quality of life ─ the amount of traffic congestion and the health of the environment.  And all these, I believe, deserve some attention.  But I urge the Administration not to overlook the small fiscal adjustments that can make a big difference to certain players in the financial and other sectors.  





	Madam President, this is the 13th budget to which I have had the honour of replying.  I have no hesitation in saying that, more than any of them, this meets the needs of our whole community in very challenging times.  It takes a rare skill to please people so much by managing funds with such prudence.  I look forward to seeing more happiness created in future budgets.



	Madam President, I support the motion wholeheartedly.





PRESIDENT (in Cantonese): Dr LEONG Che-hung.





Dr LEONG Che-hung (in Cantonese): Madam President, in the midst of hearsay and speculations, the 1998-99 Budget was presented to the community at last.  Indisputably, the various tax concessions proposed in the Budget have surely brought much surprises to the people of Hong Kong, in particular the sandwich class.  What is more, it has also prepared a grand prize for political parties and politicians, not only could they get what they want from the Budget, to some degree, they could all find something about which they could go around bragging to their constituents.



	Regarding Hong Kong's first Budget after the reunification, many from among the population do have certain expectations, as they are looking forward to some new measures from those "Hong Kong people ruling Hong Kong"; and indeed, this budget differs from any of the ones that we had under colonial rule in the following three ways: 



	First, the Budget has sought to meet the needs of the community by introducing a number of tax concessions.



	Second, in the midst of economic uncertainties, whereas the former government could only resort to tax increases or reductions in expenditure, this Budget could still guarantee a budget surplus while making all kinds of tax concessions and increasing public expenditure.



	Last but not least, the Financial Secretary has, for the first time ever, set a benchmark for the amount of fiscal reserves that we should maintain; as regards whether the benchmark is appropriate, we could certainly carry on with our discussion in this respect.

	However, instead of gilding the lily, I think I am more obliged to point out the imperfections of the Budget and make constructive comments in my capacity as Member of this Council.



The grassroot sectors and the needy are not benefited



	While it is true that this Budget could help the snadwich class alleviate their burdens, the difficulties of the grassroot sectors and the needy are not being catered for by the Budget.



	Although the Budget has proposed a number of measures to persuade the people "to regain confidence, to re-invest, as well as to continue to spend money", it has not proposed any specific measures to strengthen the local economy, and is therefore unable to help the community ride out the storm.



	The majority of the local population are outside the tax net.  They are not required to pay any tax and are mostly unable to own any property.  Therefore, they cannot get any benefits from the various tax concessions.  The only benefit they could enjoy is the limited amount of money that could be saved from the freezed fees and charges.  To these people, the most important concern is whether government expenditure is rightfully made and made on them, and whether they have to worry about being laid off all the time.



	However, it is indeed doubtful if the Government really understands the difficulties of the grassroots.  Let us take the professional drivers as an example.  the Government has proposed to raise the duty on fuel by 6%, which appears to be a very small amount of money on the face of it; yet I wonder if the Government has ever considered beforehand the immense impact that such a duty raise would have on the operating costs, business conditions and livelihood of the professional drivers.  The rationale of raising the duty to protect the environment, as justified by the Financial Secretary, is all the more unconvincing, as the professional drivers have no other more environment-friendly vehicles to choose from.  The Financial Secretary even threatened yesterday to withdraw other tax concessions should the raise in duty on fuel be negatived by Members.  I could not help but doubt if the financial condition of our Government has become so bad that it has to use measures similar to threats to safeguard just $0.3 billion of revenue.







	Madam President, if the Financial Secretary is really concerned about the issue of environmental protection, he should consider raising the duty on tobacco instead, as the number of smokers would then be reduced, thereby ameliorating the situation in which second-hand smoke will be produced to pollute the environment.  In fact, the Government should have set aside part of the revenue derived from tobacco duty to set up an assistance fund to support cultural, recreational, as well as sport activities, so that these activities which are beneficial to the people of Hong Kong would no longer need to rely on the sponsorship of tobacco traders.



The ability to achieve an economic revival is doubtful



	The Government has stressed time and again that a total amount of $235 billion would be invested into items of infrastructure in the next four and a half years; however, it has never proposed any specific measures to increase job opportunities.  During the economic downturn in the '70s, the decision to construct the Mass Transit Railway was made by the then Government; in 1989 when everyone was so uncertain about the future, the project to construct a new airport was commenced by the then Administration; however, does the Government have any specific plan in place to resolve the problem of unemployment for the people?



	In my opinion, the Government should make use of the fiscal reserves to set up a loan fund to provide small enterprises with low interest loans to help resolve their most immediate problems, or to assist those who have good plannings to start their own small scale businesses; thereby creating more job opportunities immediately.



	Nevertheless, the Budget did have some concessions tailor-made for the business sector, for instances, the Profits Tax will be reduced by half a percentage point while the Capital Duty rates will be reduced from 0.3% to 0.1%.  However, with the high interest rates charged by banks, such concessions are just too trivial to be of any help to the business sector.



	If the Administration really expects Hong Kong to retain its leading position in the Asian-Pacific Region or even in the international community, apart from riding out the storm and maintaining its competitiveness, then the measures introduced in the Budget are undoubtedly far too limited and passive.  What is more, not only is the courage to mobilize the economy of Hong Kong to make another take-off missing in the Budget, the prudence in which all those short-term, medium-term or long-term measures should have been formulated is nowhere to be seen either.



	On the other hand, although the regional financial turmoil seems to have calmed down for the moment, there is no guarantee that it will not stage a comeback at any time.  As such, the Government should heed the advice made by the financial sector, the stock trade, as well as relevant experts to remedy expeditiously any loopholes that the supervisory mechanism might have, so as to safeguard the interests of all investors, small and big alike, thereby stablizing their confidence in Hong Kong.



Expenditure on medical and health services



	Madam President, I am comparatively more familiar with medical and health services, albeit I do not have enough time to expound on them in detail.  However, if I do not point out here the wrongs of the Government in this respect, I am not performing my monitoring duty as Member of this Council.



	In regard to medical and health services, the Government has indeed put in a lot of funds; in this connection, high ranking government officials have time and again stressed that the recurrent public expenditure made for health purposes over the past five years has increased by 41%.  However, most of the so-called increases are nothing more than mere figures, as the majority of the increased expenditure are either incurred by opening new hospitals and clinics to cater for the growing population, or made to pay for the non-emergency ambulance transfer services, water supply, or electrical and mechanical services, all of which should never be included under the account of health services.  In other words, the so-called increases in expenditure are very seldom spent to improve the existing medical and health services which are so inadequate.



Primary health care development overlooked



	The Administration's determined undertaking to improve and develop "primary health care" is nowhere to be found in the Budget.  With good planning and well-designed methods of implementation, health education as well as disease prevention and monitoring measures could, in addition to safeguarding the health of the general public, help the community save much money that might otherwise be spent on hospitalization or other medical treatment.  However, today and as always, the fund allocated to the Department of Health, the institution specialized in providing primary health care, is regrettably limited and amounts to only 10% of the total expenditure for medical and health serivces as a whole.  With such limited financial resources, just how much could be spent on the development of quality district-based health centres and health centres for the elderly, or on the provision of additional night clinic and holiday clinic services for the public?



	Even in last year when the avian flu and various types of infectious diseases were devastating the community, the Government still sticked to its "ostrich's policy" and turned a deaf ear to voices urging for the establishment of a specialist institution to pool together all the resources and expertise available to tackle the various kinds of disease.



Insufficient specialist training



	In an affluent community like Hong Kong, it should come as no surprise that the people are asking for more specialist medical services.  The Hong Kong Academy of Medicine set up by the Government to cater specifically for the training of specialist doctors and accreditation of specialist standards has in fact symbolized the Government's consent in developing specialist medical services.



	It is, therefore, very disappointing that the Government has not agreed to the provision of specialist training quota for public hospitals and clinics in the past four years since the establishment of the Academy.  Nevertheless, we could settle back in a little comfort when the Secretary for Health and Welfare admitted last Friday at the House Committee meeting examing the Budget that Hong Kong was very much in need of family doctors with specialist training.  In addition, she also promised that the Government would regard training services in this respect as one of its priority tasks.  It is my sincere hope that the Government will not only honour its promises but will also put in more additional resources expeditiously.



Unreasonable cutback on fundings for the Hospital Authority



	Last but not least, Madam President, I have to voice my strong opposition against the Government's actions to cut back on the fundings for the staff-related expenditure of the Hospital Authority.  We can all see very clearly that it is government strategy to lure the employees concerned to join the Hospital Authority first, and to exert pressure on them after the majority have signed their contracts with the Hospital Authority.

	The Government has, as a first step, made the best use of public opinions to force the Hospital Authority to incorporate into the contracts of its newly recruited staff members the provision againtst "double benefits".  In regard to the so-called "double benefits", however, the Hospital Authority has in fact ruled out such possibility in discussing the original staff remuneration package proposals with various high ranking government officials and the then policy branches, and the Government should be very well aware of that.



	Then, as a second step and without any prior staff consultation, the Government has taken an exceedingly quick action to announce in this Budget that fundings for the staff-related expenditure of the Hospital Authority will be provided in accordance with the new arrangements with effect from April this year.  In the disguise of levelling the cost with that for the service by civil servants, the Government is in fact cutting back step by step on the fundings for the Hospital Authority.  What is more, it has even turned down the proposal that could best guarantee a levelling of costs, which is to offer the newly recruited staff members of the Hospital Authority the same pay conditions as those for the civil servants.



	In the face of ever decreasing fundings, the Hospital Authority could only have two choices: to cut back on the remuneration and benefits for newly recruited staff members or to cut back on the size of its staff.  However, both choices will certainly produce negative effects on the public as well as the services provided for them.  Moreover, it is just foreseeable that the problem of unequal pay for equal job will certainly be undermining the staff morale of the Hospital Authority.  The Government should never forget that the Hospital Authority was established to retain as well as attract manpower of high standards to provide quality services for the public; in this connection, how could it achieve the original purpose by cutting back on the necessary fundings?



	Madam President, I so submit.













President (in Cantonese): Mr Paul CHENG.





MR PAUL CHENG: Madam President, with Hong Kong becoming increasingly political and as we approach the first Legislative Council Election after transition, it should come as no surprise that most comments made or to be made in this Council today and tomorrow will be focused on each constituency's interests or in support of each political party's platform.  There will be criticisms that the Government is not spending enough in various areas or that certain proposals in the Appropriation Bill did not go far enough to help relieve certain sectors of the community.



	As an independent legislator, I am grateful that I do not have similar constraints.  Although I feel the forecast GDP growth of 3.5% in 1998 may well be optimistic, I, nevertheless, hope the Financial Secretary is right and I whole-heartedly support his well-thought out and well-balanced budget proposals.  They are absolutely right for Hong Kong at this juncture and in the midst of all the volatilities created by the regional financial turmoil.  We are indeed fortunate that our financial position is so strong ─ that the Administration is able to meet most requests from many competing demands while exercising considerable fiscal discipline.  The Administration and the Financial Secretary should be applauded for a job well done and that the Appropriation Bill deserves our unreserved support.



	Many colleagues, I am sure, will be dwelling on specific figures in the Budget.  I have, therefore, decided to defer to them to do the number crunching.  Instead, I would like to focus on just two points.



	First, I would like to urge the Administration, with the passing of the Bill, to focus on continuing to cut down on bureaucracy and improve the quality of government services ─ so that taxpayers' money can be put to better use.  In other words, the Government needs to deliver more value for money.



	Let me deal briefly on the issue of reducing bureaucracy by giving an example.  As a result of an increasing number of fire outbreaks, I understand the approval process to get a new commercial premise in operation these days takes a long time.  I know a friend who plans to open a retail clothing store.  Government approvals apparently involve three different departments and because no one seems to be prepared to take ultimate responsibility, delay has run well beyond a few months.  This type of situation simply cannot continue to go on.  Our economic activities need fast, efficient support from the Government more now than ever before.



	On the issue of quality and value for money ─ the three areas which require urgent attention are:



		-	education,

	

		-	health care, and



		-	environmental issues.



	Education is probably the single most important issue for our community.  Proper education is a long-term investment.  It enables our citizens to do well in their career, which in turn promotes economic growth.  We must minimize political interference in education.  The Education Department, frankly speaking, is long overdue for a major overhaul.  We must upgrade our secondary schools and raise our standards in our tertiary institutions.  To maintain our status as a leading international commercial and financial centre, we need to ensure that our standard of English is maintained or better yet, improved.  English standard in Singapore is very high.  People in Shanghai are clamouring to learn English.  Yet, in the meantime, the standard in Hong Kong is slipping.



	On health care, we must resolve the many accidents and unfortunate incidents in public hospitals and clinics which seem to occur in increasing frequency.  We must provide better professional training including training our medical staff to be more diligent and more caring.  We need to help upgrade their service mentality and attitude.



	Last but not least ─ unless we speed up cleaning up our environment ─ more people will need health care which in turn puts more pressure on health services which in turn lead to more incidents ─ it can become a vicious circle.



	My first point, therefore, is to urge the Administration to relentlessly upgrade the quality of services to the community ─ add value and not bureaucracy.

	My second point relates to tax.  First, let me say that I am delighted that the Administration has finally agreed to be more aggressively ahead with negotiating double tax treaties with some of our trading partners.  What in my view may be even more urgent is to look at how we can broaden our tax base.  It is currently simply far too narrow.  The Administration needs to review how best to even up the burden.  Hopefully, we will witness some tangible development in this area when next year's budget is presented.



	Madam President, this may well be my last speech in this Council.  As I will not be participating in the upcoming election, I do want to say that it has been my privilege to work with all of you.  I wish you all well and to those running in the election ─ all best wishes to your election success.  This is not good-bye per se.  Good-bye in Chinese is "see you again". 



	With these remarks, Madam President, I support the motion that the Appropriation Bill be read the Second time and eventually be passed.





PRESIDENT (in Cantonese): Mr Frederick FUNG.





Mr Frederick FUNG (in Cantonese): Madam President, members of the Bills Committee on the Dutiable Commodities (Amendment) Bill set up under the Provisional Legislative Council has reached a consensus to freeze the duty on fuels and methyl alcohol yesterday.  The Hong Kong Association for Democracy and People's Livelihood (HKADPL) and other parties and factions in this Council － including the Liberal Party, the Democratic Alliance for Betterment of Hong Kong, the Federation of Trade Unions, as well as the Federation of Hong Kong and Kowloon Labour Unions － are in support of this consensus.  On the other hand, at a function held last evening, the Financial Secretary made it clear that if the duties concerned were frozen by Members of this Council, he would withdraw part of the tax concessions proposed in the Budget to cover the $296.5 million loss in revenue.  In making such kind of statement as that by the Financial Secretary, the administration was not being "responsible" to the legislature; on the contrary, it was "threatening" the legislature and trampling on the resolution made by Members of the legislature.  The Financial Secretary has in effect declared war on the legislature, most probably because this Council looks just like a "rubber stamp" in the eyes of the Financial Secretary.

	Madam President, I may well be too familiar with the Government's "lose hit, win take" approaches though, this one by "threatening" is completely new to me.  The Goverment has recently made quite a number of deals alongside the "all or none" principle, one good example being the agreement it has concluded with the Hong Kong Telecom to bring forward the termination of the company's franchise on international direct dial.  Therefore, it has expected to handle this Budget exercise in the same manner, that is, to announce beforehand that the Budget could only be passed as a whole, and that any attempt made by the legislature to force any changes to the Budget has a price.  If the Financial Secretary really thinks in this way, he is just absolutely wrong.



	Firstly, 	he fails to understand that the principle of separation of powers as well as checks and balances between the executive and the legislature should be embodied in Council proceedings.



	Secondly,	he fails to understand that the resolutions made by Members of this Council are the results of our careful deliberation and thorough analysis, and that we would hardly yield to any threats.



	If the Financial Secretary keep holding fast to such kind of attitude which "runs counter to" the wishes of people of Hong Kong, I am afraid the applause which he has earned so painstakingly in the past few weeks would turn into a wave of hisses, and the extensive commendation would become widespread condemnation as well.  Should the Financial Secretary really withdraw the concessions, the HKADPL will certainly condemn him for so doing.  Just now an Honourable colleague suggested that the Financial Secretary might perhaps be making another concerted effort to win louder applause from the people; however, I am afraid he would just make a mess of things if he play that old trick again.



	Madam President, on behalf of the HKADPL members in this Council, I will be speaking on the Budget as a whole, and on the housing expenditure in particular.



	Regarding this 1998-99 Budget which the Financial Secretary has referred to favourably as "Riding out the storm, renewing Hong Kong Strengths", I have made the following remarks on the day it was presented: the Financial Secretary is certainly no Moses, as the people have not been adequately comforted and greater efforts have yet to be made to ride out the storm.



	Madam President, with respect to the past budgets, especially the previous two presented by Mr Donald TSANG in his capcity as Financial Secretary, the HKADPL has neither given support to nor voted in favour of any so far; and this is all because of two reasons:



	(1)	we believe that the Government is a Scrooge, as it is maintaining an ever improving budget surplus but still refuses to restore the wealth to the people; and



	(2)	the past budgets have all overlooked the interests of the grassroots as well as the need to improve their living standard.



	As to the 1998-99 Budget, the HKADPL has the following comments, and I will start with the favourable ones first:



	(1)	specific planning has been made in respect of the size of fiscal reserves, thereby preventing it from snowballing without limit.  this is the first attempt ever made in this respect, and should therefore be supported and encouraged, albeit the proposed formula is still open to discussion and deliberation.  Dr the Honourable LAW Cheung-kwok will comment on this aspect with a more in-depth analysis.



	(2)	Tax concessions such as the proposed generous reductions as well as the additional deduction for home mortgage interest payments could help taxpayers alleviate their burden in the midst of the economic downswing resulted from the financial turmoil; this is indeed a benevolent measure as the middle class who have always been denied of any welfare could be benefited as well.



	(3)	The proposed reductions in Profits Tax rates together with the improvements to tax concessions could help businesses and enterprsies revive in the face of the slackening economy and an ever rising rate of unemployment, thereby helping the working class as well.



	(4)	The freeze on fees and charges could help the majority of the population cut back on their expenditure.



	On the other hand, certain shortcomings could still be found in the Budget, and they are:



	(1)	The Financial Secretary still refuses to face the reality and has, as a result, made an over optimistic forecast of the performance of the local economy in the coming year.



	(2)	The employment condition and livelihood of the lower strata of the community still have not been adequately improved; in this connection, the Government's reluctance to abandon completely the Importation of Labour Scheme is most disappointing.



	(3)	Some of the tax concessions could hardly offer any practical benefit but only psychological comfort, for instance, the proposed reduction in percentage charge for rates is just 0.5%, obviously too trivial to be of any help to the people.



	Madam President, since the establishment of the Hong Kong Special Administrative Region (SAR), the Chief Executive, Mr TUNG Chee-hwa, has time and again stressed to us that we could have "far-sighted" planning for Hong Kong; however, so far "much has been said, very little done".  With regard to the policies referred to in the Budget, the so-called "far-sightedness" is just nowehere to be found; many of them have to make do with the limited resources available but still could not cater for all the competing needs.  As other HKADPL Members of this Council will comment on the major policies pertaining to financial and economic issues, the elderly, welfare services, medical care, education and so on, I will concentrate my comments on housing only.



	in his policy address last October, the Chief Executive referred to the policy on housing as of great importance to Hong Kong; besides, he has also set out under the policy principle of "better housing for all" three major targets as follows:



	(1)	to build 85 000 flats each year for 10 years;



	(2)	to achieve a home ownership rate of 70%; and



	(3)	to reduce the average waiting time for public rental housing to three years.

	the Budget proposed to raise the total public spending on housing to $49 billion, an increase of 52%.  of this sum, however, $22.3 billion would in fact be accounted for  under the Housing Authority as works cost and require no appropriation by the Treasury while another $6.75 billion, which would be allocated as loans to the Housing Society for land purchase purposes, should be repaid to the Treasury in due course.  Furthermore, the $3.6 billion Housing Loans, though basically not an item of government expenditure, would also be repayable to the Treasury.  Therefore, the so-called 52% increase is most probably a ledger increase only, for the Treasury might not need to cover any expenditure in this respect.  I really do not know whether the 70% home ownership rate referred to by the Chief Executive is a curse or a blessing!



	Regarding the three housing loans schemes available currently, while the Home Purchase Loan is granted via the Housing Authority, the other two are granted by the Housing Society under the Sandwich Class Housing Scheme and the Home starter Loan Scheme.  All these loans do give me an impression that the Government is "stuffing people's pockets with money" to buy homes, and for this reason, in deliberating on these loans, I have urged the Government many times to study the situations in the United States and the United Kingdom in 1962 and 1974 respectively.  In both cases, various incentives had been provided by both countries to encourage their people to buy homes, then later came an economic recession or financial crisis and rendered the people unable to make repayments to the banks, as a result, the people had to surrender their homes to the banks.  however, as things developed, the banks would rather not confiscate their homes as no new buyers could be found anyway.  Instead, negotiations were held with the home owners to extend the repayment period from 20 years to 40 or 60 years, with a view to persuading them not to give up making repayments for their own homes.  From here we could see that "stuffing people's pockets with money" to buy homes may be a blessing in a way, but may also be a trap in another.



	With regard to the issue of better homes for the people, the most important consideration must be the general financial conditions and status of the families in the community at large could really sustain a 70% ownership rate.  Home ownership would be a blessing only when this is sustainable.









	The second part of the housing policy is the sale of rental flats, or the Tenants Purchase Scheme as referred to by the Government.  According to my understanding, the Housing Department has had a lot of reservations before the Scheme was finalized.  In fact, the decision of the Housing Authority in this respect was turned down in 1993 as a result of the Department's reservations.  Before the Tenants Purchase Scheme was announced, Ms Rosanna WONG, in her capacity as Chairman of the Housing Authority, had indicated openly that the Authority would not be offering any "big sales".  However, it turned out in the end that the rental flats were offered at exceedingly low prices, as the Government had decided to make the Scheme a success by whatever means and at whatever cost.  What impact does the sale of rental flats has on the housing policy?  To begin with, the latest Home Ownership Schemes (HOS) and the secondary market for HOS flats are the first to face the challenge, as many HOS flat owners have approached the Housing Authority and the Housing Society for assistance after the financial turmoil.  Nevertheless, government officials, including those representing the Housing Society and the Housing Department, have all turned down the requests for assistance on the grounds of abiding agreement terms, thus causing the secondary market prices of HOS flats to drop immediately.  In addition, the Waiting List applicants are also being affected.  Generally speaking, the Waiting List applicants will be housed when additional or vacant flats are made available, and about 80% of them are mainly waiting for those vacant flats available after the sitting tenants have bought and moved to their HOS flats.  With the introduction of the Tenant Purchase Scheme, more and more public housing tenants would prefer waiting for their turn to purchase the rental flats to buying a HOS flat, thereby extending even further the waiting time for public rental housing.



	On the other hand, the sale of rental flats is running counter to the existing policies regarding well-off tenants, super well-off tenants, as well as inheritable tenancy.  our resources should always be allocated reasonably, and this is in fact one of the fiscal management principles the Financial Secretary has frequently referred to in the Budget.  While well-off tenants and super well-off tenants are required to pay a five-fold rent as market rent, the monthly mortgage repayment for a purchased rental flat is only 1.7 times the rental.  In other words, it is even more economical to purchase a rental flat than renting one as a super well-off tenant.  In the circumstances, how could resources be allocated reasonably?





	After the Tenant Purchase Scheme was introduced, apart from the many remedial meaures implemented by the Housing Authority, the Housing Bureau has also made a lot of proposals.  The flexible housing production programme may well be a good example.  As referred to in the policy address, Mr TUNG Chee-hwa's target should be to build an average of 85 000 flats a year, with    35 000 coming from the private sector and 5 000 from the public sector.  However, in the wake of the financial turmoil, many Members of the Executive Council were making remarks that the 35 000 private sector flats should not be regarded as a compulsory target but should be handled with flexibility, thereby turning that "confirmed" target of 85 000 flats into a "flexible" target.  On the other hand, as paragraphs 1.6 and 3.1 of the recently released Long Term Housing Strategy have once again referred to the target to build at least 85 000 flats a year with effect from 1999, that 85 000 flats should be taken as a "confirmed" target.  Nevertheless, government officials were still talking about "flexibility" at the Housing Panel of this Council.  With this "confirmed � flexible" cycle, one could not help but wonder what the Government is aiming at!



	Another issue is the flexible pricing for HOS flats.  I can recall that a month ago I moved an amendment to the Honourable CHENG Kai-nam's motion to urge the Government to apply flexible pricing for HOS flats.  This amendment was of course negatived, and the response from the Government at that time was: that is impracticable, unfeasible and impossible.  However, in less than two weeks, I submitted the same proposal to the Housing Authority and it was approved.  The main objective of this flexible pricing for HOS flats is to alleviate the negative effect the financial turmoil has had on HOS flat prices, so that the Housing Authority could, under the condition that HOS flat prices are not linked with the price levels of private housing developments, offer the public with a chance to "get on the train" at a comparatively inexpensive cost.



	In fact, this flexible pricing as proposed by the HKADPL could also reflect that the Government had neither made any comprehensive planning nor considered the possible effect on HOS flats before introducing the Tenant Purchase Scheme.



	Madam President, I would like to point out here that the Government has proposed several housing-related policies in just nine months' time.  However as these proposed policies are contradicting each other, backing this one up would inevitably knock down the other, just like the way my less-than-four-year-old son plays his "Baby Bowling Game".  To describe this with the terms that had been commonly used in the Mainland, the Government has indeed "committed the mistakes of the rightist opportunists", which means, in modern management jargons, it has "made the mistake of confusing short-term objectives with long-term objectives".



	If the Government keep holding fast to its "curing the current symptom" kind of measures instead of formulating a far-sighted and all-rounded policy, it would just make a mess of things.  Worse still, it would give the public the impression that the Government always "goes back on its words", which is not good for the newly established SAR.  In my opinion, the Government should sit down and formulate a comprehensive policy with good planning; and this is indeed what a reponsible government should do.



	Mr Donald TSANG is not Moses, but we do not need any Moses either.  All we need is a good doctor who can find the right antidote for us, may be one who is well-versed in Western as well as Chinese medicine.  Then perhaps he would help us build up our health and nourish our vitality when we are not suffering from any disease.



	This Budget has not brought enough comfort for the people, and it is therefore even harder for the grassroots to benefit from it.  I hope that the Financial Secretary could better cater for the interests of the lowest strata in the community.



	In regard to the many efforts to be made to ride out the storm, I hope that the Financial Secretary could do more to help the working class alleviate their problems on the one hand, and allocate more resources to resolve the unemployment problem on the other.



	Members of the HKADPL in this Council will speak on other aspects of the Budget later.  Thank you, Madam President.





PRESIDENT (in Cantonese): Dr Raymond HO.











Dr Raymond HO (in Cantonese): Madam President, the annual Budget this year may well be regarded as having a very special meaning; not only because it is the first Budget presented after the establishment of the Hong Kong Special Administrative Region, but also because it is presented at a time when the economy of Hong Kong is being watched closely by all after the severe blow dealt by the regional financial turmoil.  Compared with its predecessors, this budget exercise has posed particular difficulties to the Financial Secretary, as he has to cater for the various interests of all sectors in the community while maintaining the long-term competitiveness of Hong Kong at the same time.  However, the Financial Secretary must be the envy of his counterparts in countries which have insufficient reserves but more than enough experience of buget deficits.  In regard to the issue of whether this Budget is capable of "riding out the storm and renewing Hong Kong strengths", different people would have different points of views.



	This year's Budget has undoubtedly brought greater happiness to the middle class or the middle income group.  Most of the proposed tax concessions, including the increases in basic allowance and additional allowances, reductions in the incremental rates between tax bands, reduction in the highest marginal tax rate and so on, could help alleviate the weight of Salaries Tax on taxpayers at large, and the middle class in particular.  On the other hand, the reduction for home mortgage interest payments will also alleviate the burdens of home owners.  With regards to the middle income group, the pressure the regional financial turmoil has on them is considerably great, as they still have to pay tax and repay home mortgages, albeit both their income and the value of their assets have already been adversely affected by the economic downturn.  despite the fact that they are shouldering the bulk of the tax burden, the middle class have all along received less care and attention from the community, not to say any welfare.  As such, in the face of the present economic conditions, the Government should indeed cater for them specifically.



	To the lower income group, they are not as directly benefited by the Budget as the sandwich class.  In this respect, however, we should understand that the middle class are the underpinnings of our economic development, and that the existing sluggish economic conditions have inevitably caused them to have less confidence in the future economic development and to change their lifestyles by cutting back on expenses, thereby affecting adversely other businesses and creating in turn a vicious economic cycle.  If the situation is allowed to deteriorate, not only will the middle class suffer, but will also other sectors of the community, hindering the development of the community as a whole.  Through tax concessions, the financial burdens of the sandwich class could be alleviated, and as a result, their incentive to consume would be stimulated, thereby stimulating as well the economy towards a revival.



	Another characteristic of this Budget is that it has responded to a certain extent to the request made by the people, which is a rare practice of the Government.  In addition to the proposed Salaries Tax concessions, the Government has also decided to reduce the percentage charge for Rates from 5% to 4.5% to help alleviate people's burden; besides, the majority of the fees and charges payable to the Government would also be frozen.  In view of the ample reserves it has and the rapid downturning of the economy that confronts the people, the Government should indeed undertake the responsibility to help the people ride out the storm.  In fact, the measures adopted by the Government could only be regarded as the minimum response that a responsible government should have made.



	One point that is worthy of our commendation is that the Government has introduced a number of measures to provide support for the tourism industry which is currently on its down side; in this connection, the proposed reductions in Air Passenger Departure Tax, the passenger embarkation fee, as well as the rate of Hotel Accommodation Tax are very active measures.  In addition, the government proposal of reducing the Profits Tax rate to 16% could certainly help to enhance the attractiveness of Hong Kong as an environment for investment.



	In my opinion, the orientation of the tax concessions proposed by the Budget is correct and acceptable.  However, in regard to the newly introduced deduction for home mortgage interest payments, I do find the annual allowance of $100,000 far too small.  Suppose the interest rate stands at 10.25%, if one buys a residential flat that costs about $1.3 million and have 70% of the cost paid by mortgaged loan, that home owner will be using up to the maximum limit of the allowance for deduction.  Although the conditions of the local property market remain low, it is still not easy to buy an average residential flat with less than $2 million.  Besides, many home owners have already bought their self-occupying flats before the economic downturn, and flats that cost over $ 1 million were even rare then.  To most of the home owners, a deduction of $100,000 per annum is still better than no deduction at all.  However, if this measure is expected to help them alleviate their financial burden, the effectiveness of the same would very much be in doubt.



	From the equality point of view, those who need to live in rented accommodation should also be supported or taken care of.  These people are also making their contributions to the community, but due to many reasons, they are just unable to "get on the train" and buy their own home.  Nevertheless, regarding those who are not required to make mortgage interest payments, it does not necessarily imply that they are free of any financial pressure, as they have to pay expensive rents while worrying about their employment prospects.  I think the Government should also provide these people with assistance, it should consider introducing an additional deduction for rental payments.  In this connection, the Government might even consider introducing the deduction as an interim measure only and review the whole picture after the economic consition has improved.



	As regards the expenditure estimates, the total amount of public expenditure on housing has increased by 52%; as such, I do appreciate the efforts made by the Government to develop housing services.  Nevertheless, regarding the Chief Executive's target of producing 85 000 residential flats every year as set out in his policy address, athough this objective had been announced before the financial turmoil took place, I have since then been stressing time and again that the housing problem should be resolved in the light of the supply and demand situation, and that supply should always be led by demand, not vice versa.  Besides, the problem should be handled with flexibility, for it is not feasible for us to set a target according to our own wishes and try all means to achieve that sujective target regardless of any changes in other factors.



	In fact, housing production must be supported by many other infrastructure projects.  As much time would be needed to resume the land concerned and to carry out the necessary land formation planning and design work before the actual project could commence, it would usually take several years to complete the relevant projects.  Therefore, the task for the moment should be to make active development plans for the relevant priority items.  In view of the sluggish economic development and the fact that the various large-scale works projects relating to the new airport are all near completion, commencing more major infrastructure projects would certainly be helpful to stimulating economic development and creating job opportunities, for many construction workers could avoid being laid off despite the downturn of the property market.  Moreover, once the infrastructures are in place, housing supply could easily be increased shortly when the local economy has revived or when such need arises; in other words, even if the housing production level has exceeded the target of 85 000 units a year, it would still be supported by adequate infrastructures.



	In regard to the expenditure on transport, the Government proposed to invest a total of $29 billion in two phases to support the west rail Project, and another $17 billion would also be set aside for the construction of major road links in the next five years.  While the financial arrangement for transportation infrastructure could be regarded as acceptable, the expenditure on other infrastructure projects has only increased by 4%.  Moreover, the bulk of the increased expenditure will be used to cover the increases in compensation for land resumption and other concessionary subsidies incurred under various public works projects, as well as to pay for the major waterworks to be carried out in 1998-99.  Therefore, the fundings allocated to the actual infrastructure projects do not have any tangible increase at all.  In my opinion, such an arrangement could not cope with the rapid expansion of the local population.  According to government estimation, the local population is expected to increase by 1.8 million in the next 15 years, amounting to 8.1 million in 2001.  In view of this, the future demand for infrastucture would certainly be very great.  Moreover, as the communication between Hong Kong and the Mainland is ever increasing, the demand for transportation as well as other major infrastructures will certainly be increased, thus projects such as the lingdingyang Bridge and so on that are under consideration should be confirmed as soon as possible, and consideration should also be given to co-ordination with the development of the Shenzhen Western Corridor.  we should make good use of this opportunity to prepare for the various needs.  If we wait until the problems have turned acute to start the planning procedures and then take several years to complete the project, we could never meet the practical needs in time.









	I should like to add in passing that some of the existing legislation regarding environmental impact assessment are too harsh and may not be very practical in Hong Kong.  Worse still, these laws may even affect the progress of certain infrastructure projects.  Some of the standards that the Environmental Protection Department has introduced into Hong Kong are so high that even the most advanced countries are unable to attain so far.  I do not think this is the proper way to protect the environment.  In my opinion, we should provide enough resources for environmental protection work on the one hand, and avoid wasting resources and time to meet any impractical environmental protection requirements on the other.



	Madam President, I submit the above points for the Financial Secretary's consideration.  With these reamrks, I support the Appropriation Bill 1998.





PRESIDENT (in Cantonese): Miss CHAN Yuen-han.





MISS CHAN YUEN-HAN (in Cantonese): Madam President, the 1998-99 Budget announced by the Financial Secretary has received more praises than criticisms.  It can be said that the Budget has succeeded in winning the applause of the community.  But, after the applause, and when we analyze the Budget calmly, we will see that instead of helping the grassroots majority, it has simply sought to relieve the plight of the middle class.  



     The greatest frustrations confronting many Hong Kong people now are unemployment, underemployment and the threat of imminent unemployment.  Obviously, the Government does not have any panacea for these problems.  And, even if we look at the longer term, we will still see that the economic policy of the Government does not contain any concrete measures to assist the development of our economy.  So, when we look at it from this angle, the Budget is in fact a short-sighted budget.  Although it has succeeded in winning momentary applause, it has failed to tackle the unemployment problems brought about by economic restructuring and an increasingly undiversified economy.  This is very much a pity.









Unemployment



     Unemployment has been a subject of arguments in our community since the late 1980s.  Owing to economic restructuring, the emphasis of our economy has shifted from the manufacturing industries to the services industries, thus forcing huge numbers of manufacturing workers to switch to other trades and occupations.  Of these displaced workers, a very considerable proportion are woman and middle-aged workers.  Under the present circumstances, largely because of age and sex reasons, they have found it very difficult to secure new jobs.  So, the older among these workers can only stay at home unemployed.  For the woman workers, they have been forced to stay at home as full-time housewives.  These two types of displaced workers have both been counted as part of the non-working population, and they number as many as 150 000.



     The financial turmoil which occurred last year has dealt a blow to our economy, leading to the winding-up of many large companies and massive dismissals of employees, many of whom are middle management personnel.  According to the records of the Labour Department, as many as 5 765 middle management personnel registered for job referrals last year, representing 5% of all job referral registrations.  In the first two months of this year, the number of middle management personnel who registered for job referrals even soared to 2 200 and 4 000 respectively, or 30% of all job referral registrations.  



     The unemployment problem has now worsened to such an extent that practically all strata of the community have been affected.  Madam President, even a part-time cleaning job will require one or two years of experience now, and many people, including many young men, will go for it.  That is why some housewives in their thirties have said to me, "How can we possibly compete with these young men?"  These housewives said that they had never experienced such a serious economic downturn before.



     Among the unemployed are many university graduates who have become utterly disappointed after searching in vain for jobs for very long periods.  Many of those who are still under employment will also fear that they may lose their jobs one day.  So, all employees, be they management personnel with more than 10 years of experience or new recruits, will follow the developments of their companies very closely, because they fear that the next round of whirlwinds may drag them into the dark abyss of unemployment.  



	Faced with the economic downturn and the problems of unemployment and underemployment, the Government should really make appropriate recommendations in the Budget to help the people solve their problems.  Unfortunately, the Government has not done so.  Instead, it has just proposed to introduce a new Salaries Tax deduction of a maximum of $100,000 per year per property for home mortgage interests in any five years; increases in the additional allowance for dependent parents, grandparents and children; increases in the basic personal allowance; a widening of the tax bands; and a reduction of the marginal tax rates.  While I do agree that these measures will relieve the plight of the people to a certain extent, I must also say that they cannot in any way serve as any concrete solutions to the problems I have just mentioned.  These measures, to a very great extent, are intended to help those in the tax net, especially the middle income group, who would naturally welcome the offers.  However, Madam President, an overwhelming majority of the Hong Kong people are lower-middle class people who live in public or private rental housing units.  They are usually low-income earners who are not well-educated, and they usually do not have to pay any salaries tax.  But these are also the people who have been worst-hit by unemployment.  Their circumstances are very much unlike those of the middle class who, because of their good education and mastery of information technologies and rich experience, will be able to rejoin the workforce once our economy recovers from the present downturn.  



     Since many grassroots and lower-middle class people are now facing a relatively poor situation, the community should give them more care and attention so as to relieve them from the fear or threat of poverty and unemployment.  I believe that we should be fully capable of enhancing their competitiveness in the community.  Unfortunately, the Budget has failed to attend to the needs of these grassroots people, nor has it proposed to spend any money on relieving their plight.  The Government has not drawn up any concrete concessions for them, but has, at the same time, talked about "renewing Hong Kong strengths".  Is this not pure empty talk?  Should we urge the Government to provide relief to these people, either in the form of recurrent expenditure or non-recurrent expenditure?











Unemployment Relief Fund



     The Government can actually provide assistance in a number of ways.  First, the setting up of an unemployment relief fund.  Economic restructuring and the financial turmoil have plunged more and more people into unemployment.  Though this shows a ruthless aspect of the market economy, the Government should still take "humane" measures to help the people.



     According to the findings of a survey conducted last year, most Hong Kong people think that the unemployment problem in Hong Kong is getting more serious, but they do not have adequate unemployment protection.  Many of those who are still under employment also fear that if they lose their jobs, their families would be plunged into immediate financial difficulties.  Such a psyche aptly reflects the sense of serious financial insecurity felt by Hong Kong people.  This also shows that there is a pressing need for the Budget to propose the setting up an unemployment relief fund.



     The Federation of Trade Unions (FTU) has been advocating the setting up of an unemployment relief fund for years.  Our aim is to ameliorate the immediate financial difficulties of the unemployed on the one hand, and to promote workers' motivation and employment opportunities on the other.  In 1995, I moved a motion debate on the setting up of such a fund in the former Legislative Council.  At that time, I advocated that an unemployed person should be allowed, upon application, to receive unemployment assistance for a maximum period of six consecutive months.  I also suggested that if the same unemployed person still failed to get a job after this six-month period, he or she should then be allowed to apply for Comprehensive Social Security Assistance (CSSA).  I believe that this is actually a very effective way to help the unemployed rejoin the workforce.  This motion was eventually negatived in 1995.  But since the community has recently become increasingly vocal on the need for such a fund, and especially since the problem of unemployment is deteriorating, the Government should really reconsider the feasibility of the whole idea. 



     What is more, during last week's motion debate when we discussed whether or not CSSA would nurture lazy bones, most of us agreed that the Government should draw up some measures to assist the unemployed in rejoining the workforce.  And, we agreed that the provision of CSSA to the unemployed would be a most passive measure.  That is why we have come to the conclusion that an unemployment relief fund should be established to provide short-term assistance to those people who are looking for jobs.  I believe that our renewed discussions on an unemployment relief fund will be the only way to show our positive and sincere response to the current plight of the people.  I hope that the Government can consider this proposal.  In particular, I would like to draw the Financial Secretary's attention to one point.  There are as many as seven funds in the Budget.  That being the case, why is it that there is no mention of an unemployment relief fund under the heads of non-recurrent expenditure?  I hope that the Secretary will consider this very point.  



Job Matching Programme



     Let me now discuss the Job Matching Programme.  I maintain that if the Government really wants to solve the problem of unemployment, it must provide positive assistance to workers, in addition to setting up an unemployment relief fund.  Such positive assistance should take the forms of employees' retraining and the Job Matching Programme.



     Under the 1998-98 Budget, a sum of $52.98 million is allocated to the Employment Services Division of the Labour Department for a variety of purposes covering, among other things, the expenditure of the Local Employment Service and the Job Matching Programme.  In addition, this sum of money will also be used to provide employment counselling services for newly arrived citizens and to provide special or out-reaching employment services for the workers of the airport core projects.



	I have approached the Commissioner for Labour, asking her how much out of this sum of $52.98 million will be used for the most important purpose, namely, the Job Matching Programme under discussion now.  However, the Commissioner simply refrained from giving a direct reply to my enquiry.  All of us, I mean, both the commercial sector and the labour sector, view that the Job Matching Programme is a very effective way to assist the unemployed in rejoining the workforce, and that this is especially the case with those who have been unemployed for a long time.  Unfortunately, the Government has hitherto failed to deal with this issue despite all its studies, consultancy reports and assessments.  That is why we are a bit disappointed.







	The Secretary for Education and Manpower has said that more work should be done to secure the co-operation and assistance of employers.  In response, my colleagues in this Council have queried whether this is empty talk again.  Very obviously, we have already had a very effective measure, and this very measure is also included in the Budget.  But then, the Government has failed to say concretely how it is to be implemented.  Madam President, we are now faced with a very real problem, one which relates to how we should assist the unemployed in rejoining the workforce.  There should not any more empty talk.  Instead, concrete steps must be taken to help the unemployed, the underemployed and those who have worries of losing their jobs.  



Employees' Retraining



     I would like to raise the issue of employees' retraining again.  But since this Council will debate this issue very soon, I will just discuss one point here.  I notice that the Government has committed huge resources to promoting the employment opportunities of workers.  The Vocational Training Council, for example, has commissioned many consultants to study employees' retraining and various other labour issues.  All these studies involve the theme of how best to assist the people in getting jobs.  Many consultancy reports have been completed, and we have also spent a lot of money.  But what results have we achieved?  I can say that only trivial suggestions have been put forward, and these are all the same old stuff with new wrappings.  The measures recommended are all out-dated.  So, why does the Government still spend huge sums of money on all these consultancy reports?  Why has the Government not tried to work out some better solutions?  I think that the Government should really reconsider its approach to this issue in greater depths.  



     Madam President, since this issue will be discussed in this Council very shortly, I will explain my views in detail when the time comes.  To sum up what I have said today, let me say that since the Budget has not proposed any relief to the plight of the grassroots, we in the lower strata of society, in particular the labour sector, are very disappointed.  I hope that when the Government goes about its work, it will lay stress on the actual needs of the people, instead of paying undue attention to "packaging".  Only a Budget which can address the genuine needs of the people should deserve our applause.



     Madam President, I so submit.  Thank you.



PRESIDENT (in Cantonese): Mr KAN Fook-yee.





Mr KAN Fook-yee (in Cantonese): Madam President, the Financial Secretary has once said that he would never be drafting the Budget for some short-lived applause; however, since the first budget of the Special Administrative Region was presented, the Secretary has no doubt been winning applause from all sectors of the community.



	The Budget was presented at a hard time when both the economy as a whole and the people were still suffering from the heavy blow dealt by the regional financial turmoil which had shocked Hong Kong; and when the persistent low conditions in both the stock and property markets were directly imposing operating hardships on businesses.  In the face of such a hard time, the Budget has catered for the practical needs of the general public by introducing a number of tax concessions, thereby reflecting to a certain extent the sincerity of the Government in helping the people alleviate their existing burdens.  The policy orientation demonstrated here, which sympathizes with the people's situation and responds actively to their needs, is worthy of our endorsement and support.



	Though drafted under the shadow of the financial turmoil, the Budget still managed to strike the best possible balance and apply the principle of fiscal prudence, while keeping in line with the spirit of keeping expenses within income limits as stipulated in the Basic Law.  Therefore, it could well be regarded as a moderate and practical budget.



	As the Government is keeping a substantial level of fiscal reserves, the Budget has proposed tax concessions in many areas, with the middle class which have all along been overlooked by the Government being the ones who benefit most.  The widened tax bands, lowered Rates, as well as the new Salaries Tax deduction for home mortgage interest payments are indeed three concessionary measures proposed to cater specifically for the needs of the middle class.









	However, as pointed out by economists, the practical effect of tax concessions targeted at easing the psychological pressure of the people is in fact very limited; to reach this target, the most important factor is to stimulate the economy to revive through fiscal measures.  To initiate a revival in the local economy, the current situation should well be tackled by allocating more funds to items of expenditure that could stimulate the economy to develop.  In this connection, the measures proposed by the Budget are, I am afraid, too disappointing.



	The aftermath of the regional financial turmoil is now revealing its strength gradually, for many large-scale securities firms, deparment stores, travel agents, restaurants and food premises, as well as hotels have obviously been dealt a severe blow.  Some estimate that by mid-year after May and June, more firms will be closing down due to operating hardships, as a result, the rate of unemployment will be pushed to a record high.  The Chief Executive, Mr TUNG Chee-hwa, has advised the people of Hong Kong to "prepare for rainy days while in fine weather"; at this point of time, we really need to make use of the best fiscal measures to stimulate the economy so as to initiate a economic revival.



	Among the different industries in the community, financial services, retailing, tourism, hotels, as well as food premises and restaurants are the ones which have been heavily impaired; and within each industry, firms that are of small to medium scale and limited capital are those which suffer most.  To the operators of those small to medium scale firms that are on the verge of closing down, a 0.5% Profits Tax concession would mean nothing at all.  On the other hand, any measures that could reverse the stagnant economic situation would certainly be welcomed warmly.  As such, should the Financial Secretary wish to win more applause, he could perhaps give more thoughts to this aspect.



	While private enterprises are currently on the down side, the Government should make use of its ample financial resources to put in more funds to items of expenditure that are helpful to stimulating the economy in the short run, with a view to enhancing the vitality of our economy.  There have been proposals made from among the community to organize multifarious expositions, international trade fairs, and fashion shows of international level.  In addition, there have also been proposals to build more tourists facilities as well as holiday resorts in the new territories, with a view to boosting the economy, thereby creating more job opportunities and opportunities to earn foreign exchange.  In my opinion, the Government should take these proposals into serious consideration.  On the other hand, regarding the vigourous request made by the tourism, retailing and hotel industries for a Hong Kong Expo to be held in 2001, the Government should not solely concentrate on doubting the economic benefits of the project, or people will think that the Government is being callous to the industries that have been devastated most severely by the financial turmoil.



	In my opinion, the Government should formulate plans with specific emphasis on helping those industries hardest hit by the financial turmoil.  Besides, it should also keep its eyes closely on the low trend of the market.  As real estate is mother to all bussiness in Hong Kong, to revive the economy of Hong Kong, the first and foremost task is to stablize the property market.  Earlier on, the Chief Executive, Mr TUNG Chee-hwa, has pointed out very clearly that real estate is the underpinnings of the economy of Hong Kong; and for this reason, he would not wish to see the property market slide down tremendously.  I fully agree with the Chief Executive on this.  To save the local economy from the present ebbs, we must first relieve the property market from its difficult position.  Once the property market regains its vitality, it could boost the finance-related industries such as banking, stock exchange, construction and surveying, legal profession and accounting, and so on, as well as the services sector to revive.



	On the whole, although the Budget is regarded as one which has granted the most tax concessions so far, it has yet failed to place the right emphasis on the target of stimulating the economy to revive in a short time.  Therefore, a focus on the improvement to the environment for business is still missing in the Budget, dispite the many tax concessions proposed.  Perhaps the Government is still sticking to the out-dated policy of active non-intervention and does nothing to help the business out.  Should that be the case, then both the commercial sector as well as members of the public have to rely on themselves to renew their own strengths and strive hard in order to revive the local economy.











	Under the major premise of stimulating the economy, the Budget with a surplus of $10.7 billion should perhaps be tightened slightly to allow for some captial investment which could help the commercial sector to rekindle its vitality.  I am sure this would be more well received than the tax concessions.  In fact, both the businessmen and employees in Hong Kong do not care so much about the tax rates, for so long as they have good business or a nice job, they would always be ready to pay tax.



	We certainly welcome any tax concessions; however, the crucial factor for improving our economy lies not in any tax concessions but in measures that could stimulate economic development and enhance the environment for business, thereby achieving the target of maintaining a "better business environment" as referred to by Mr TUNG Chee-hwa in his policy address.



	With these remarks, Madam President, I express my support to the Budget as well as my hope that the Financial Secretary would accept my views.





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





MR HO SAI-CHU (in Cantonese): Madam President, there was a heated debate before the first Budget of the Hong Kong Special Administrative Region (SAR) Government was published.  The argument centred mainly around the question: Should the Government still insist on presenting a surplus Budget on top the huge reserves?  After the Budget was published on 18 February, it was found that both sides had not lost.  This is because the 1998-99 Budget can be regarded as a double-win proposal ─ while the budgeted surplus would still stand at $10.7 billion, the Budget has also proposed numerous tax concessions formulated in the light of the sequel to the financial turmoil for alleviating peoples' difficulties in addition to measures for improving the environment for business.  Finally, the Government has been able to, apart from clinging to its conservative fiscal philosophy, respond to the recent financial crises.  In connection with these, the Financial Secretary has received a lot of praise and applause.











	Of course, the 1998-99 Budget has brought more benefits to the middle class and the commercial and industrial sector.  Many of these benefits are the result of hard work of the Liberal Party.  I deliver this speech today because I hope to fight for more rights and reward for those who have been benefited less.  In particular, it is the conviction of the Liberal Party that, in working hard to improve our quality of life, we should at the same time remember to help and subsidize those needy people who cannot help themselves.



	The Comprehensive Social Security Assistance (CSSA) Scheme provides the most direct way for helping these people.  We have all along stressed that the Government should regularly review the amount of CSSA payments so as to ensure that CSSA recipients can maintain a reasonable living standard.  During the consultation period in respect of the Budget this year, we proposed that the Government should frequently investigate the mode of expenditure of CSSA recipients and, in accordance with the findings, re-formulate the priority of the welfare scheme.  But in the Government's expenditure estimates this year, the Government has not undertaken to frequently review whether the amount of CSSA payments is maintained at a reasonable level.  It was only mentioned that the Government would conduct investigation and studies when the need arises.  It was also stressed that the Health and Welfare Bureau has begun reviewing the scope and management of the CSSA Scheme.  But as far as I know, the review of the Scheme this time will focus on "the prevention of nurturing lazy bones", that is to say, how to assist those who have the means to work to rejoin the labour market as early as possible.  We agree entirely with this review and we also believe that the review is aimed at figuring out how to make use of our social resources in a fairer and more appropriate manner so that we can help those who are in genuine need.  Notwithstanding this, why did the Government refuse to undertake to set up a mechanism whereby the mode of expenditure of CSSA recipients can be investigated frequently?  Is it not the case that this will enable the CSSA Scheme to better cater for the needs of society and, what is more, prevent our limited resources from being spent on inappropriate items?  I would like to point out in particular that, in considering the amount of payments received by able-bodied recipients, the Government should make reference to the level of wages in the market as far as possible.  Only by this means will the Government be able to ensure that the CSSA payments are not set at an exceedingly high level and thus preventing the payments to develop into a real tool for nurturing lazy bones or, alternatively, preventing the payments to develop into a social welfare decoration if the payments are set at an exceedingly low level.  Of course, we will continue to urge the Government to raise CSSA payments for the elderly to $3,100 instead of raising the payments by a mere $380 as a kind of decoration on the basis of the existing amount of payments.



	It is undeniable that CSSA provides the most direct means for helping the needy.  However, as the saying goes, "it is hard to help the poor in a long term".  A reasonable and long-term means is not to give money only.  Rather, the Government should seek a means of living for them and help them support themselves.  Among the existing CSSA recipients, some are new immigrants from the Mainland.  I believe they would not like to live on public assistance.  If they have the ability and are given the opportunities, they should throw themselves to the community to join the labour market so that they can contribute to society apart from making a living.  As such, the Government should provide new immigrants with more welfare and education.  In particular, the Government can provide channels for new immigrants to join the labour market through retraining schemes and this will even solve the difficulties faced by some trades and professions in recruiting the needed manpower all through the years.  Nevertheless, even the best policy necessitates co-ordination of publicity work on public awareness.  The Government should therefore continue to strengthen publicity of the retraining scheme.  This will not only make local people who wish to change employment to better understand the importance of retraining, but also enable newly-arrived immigrants to make use of this effective channel as soon as possible.  Although the Vocational Training Council and Employees Retraining Board have improved the contents, planning or design of the retraining programmes recently, the relevant authorities should continue to consult people in the trade so as to ensure that the retraining programmes provided will meet the needs of employers on the one hand, and target at the actual needs of our economy on the other. 



	Finally, I would like to raise two issues concerning manpower resources which the Budget has failed to address:



	(1)	Although the Government has decided to set up a department for co-ordinating information technology, it has failed to accept the Liberal Party's recommendation of strengthening training on information technology in tertiary education institutes for the purpose of alleviating the shortage of specialized experts in this aspect.





	(2)	The Budget has failed to accept the Liberal Party's proposal of increasing resources immediately for improvement to industrial safety. 



	This year, the Budget has indeed brought surprises and won much applause when it was generally expected that nothing surprising was forthcoming.  In particular, if the additional fuel tax can be frozen again, we will have no reason at all to refrain from supporting the motion.   Nevertheless, I hope that the Government will guard against complacency because the financial turmoil is not yet completely over while economic restructuring will throw more challenges in our way.  In order to ride out the storm, we must renew Hong Kong strengths.



	With these remarks, I support the motion.  





PRESIDENT (in Cantonese): Dr Philip WONG.





DR PHILIP WONG (in Cantonese): Madam President, owing to the financial turmoil, Hong Kong was thrown into an economic depression recently and this has undermined the public's confidence in our economy.  In this connection, the Chinese General Chamber of Commerce (CGCC) has expressed its views to the Government regarding the latest economic situation in Hong Kong and the Budget.  It is hoped that the Government can, in the light of the changes in the situation of Hong Kong and in accordance with the provisions laid down in the Basic Law, continue to adhere to the fiscal philosophy of keeping expenditures within the limit of income, freeze government charges, curb fee increases of public utilities, and cut Rates, Salaries Tax, Profits Tax and Air Passenger Departure Tax so as to relieve the burden on the public and tide the commercial and industrial sector over the difficulties.  At the same time, contingency measures should be formulated to enhance our abilities to tackle emergencies and soften the impact of external factors.  Furthermore, large-scale infrastructure projects should be implemented to enhance job opportunities and stimulate our economic growth.



	I am glad to see that the first Budget prepared by the Hong Kong Special Administrative Government (SAR) has incorporated views of various sectors of the community, including those of the CGCC.  The Budget has been able to safeguard our proven market economy and prudent fiscal principles, manifesting a spirit of hardworking and the fact that Hong Kong people are able to take charge of everything by themselves.  This is what Hong Kong has failed to achieve during the time when we were under rule of the British Hong Kong Government.  The Budget focuses on developing productivity and improving the environment for operating business.  Moreover, it endeavours to explore a new path amid economic difficulties and this will help rebuild the confidence of the public and international investors.  As such, this Budget deserves our support.



	Madam President, I would like to raise a few points in respect of the Budget and some measures recently taken by the Government.



	I think the Government is right in increasing funds for housing and abolish the "inheritance" system.  During the period between 1988 and 1993 when I was serving on the Housing Authority, I had already advocated for the abolition of the public housing tenants' inheritance system.  This is because public housing is a kind of social resources and it should be provided for those who are most in need.  At that time, I found it unjustifiable if those who were comparatively better-off refused to vacate their flats for those who were on the Waiting List with the most urgent need.  It would be even more unjustifiable if people who had already exceeded the income limit were allowed to inherit the public housing unit "left" by their parents without going through a means test.  After the new system is adopted, public housing resources will be distributed in a fairer and more reasonable manner.  I believe the public, particularly those Waiting List applicants who have long been looking forward to be allocated flats, will welcome this new system. 



	The Budget proposes that in the next few years, the Government will increase its investment in infrastructure by building more roads, railways and port facilities.  In doing so, it will not only alleviate traffic congestion and facilitate long-term development, but also provide more business opportunities, expand job opportunities, promote internal consumption and stimulate a gradual revival of our economy.  This the CGCC and the general public will be pleased to see.



	As far as education is concerned, the British Hong Kong Government has, for many years, put emphasis on politics at the expense of education and this has resulted in a lot of adverse consequences.  If Hong Kong, as an international financial, trade and shipping centre, fails to acquire an adequate number of talented people, our future will be worrying.  Taking note of this point, the SAR Government has been able to make immediate remedy by increasing the funding for education substantially.  In the new financial year, the ratios of education expenditure to both total public expenditure and gross domestic product will reach new heights in recent years.  The Government is determined to improve the education environment, raise the quality of education and promote information technology.  Moreover, it will, in line with economic restructuring, strengthen vocational training and encourage the public as well as the commercial and industrial sector to enhance their competitiveness in this modern society of constant changes.  This shows that the Government has taken the right direction and is far-sighted and pragmatic.



	Some people from the commercial and industrial sector reflected the view that although the Budget would benefit a lot of people, it seemed that nothing had been mentioned as to how the Government was going to support Hong Kong's industries as well as how it was going to help small businesses develop.  I believe this is not the true picture and I hope the Financial Secretary can, in giving his reply, tell us what the Government is doing as well as going to do in order to remove their worries.



	Madam President, I would like to briefly comment on the Mandatory Provident Fund (MPF) Scheme mentioned in the Budget and its related issues.



	I believe the effect of the sequel to the financial turmoil is relatively far-reaching.  It is unavoidable that many members of the public, after suffering severe losses of money and assets, have cast doubts on the MPF Scheme, which has passed through three Readings recently.  In the SAR Preparatory Committee as well as in relevant meetings, I have expressed some reservations about this Scheme though my attitude towards it is positive.  I did point out that whether or not this Scheme could be implemented properly would lie in how the funds were managed and whether the relevant legislation was perfect or not.



	To start with, the fund management companies will definitely charge exorbitant administration fees, management fees and publicity fees.  These fees, coupled with part of the expenditure incurred by employing several hundreds of staff members under the future Mandatory Provident Fund Office, will be transferred onto the contributors.   As the saying goes: "After all, the fleece comes off the sheep's back ─ in the long run, whatever you are given, you pay for it".







	Secondly, as the Government has indicated that it will not act as a guarantor, the issue of how the Government strengthens its supervision will top the agenda.  Problems exposed as a result of the financial turmoil has even cast doubt on such issues as whether fund management companies are able to resist and guard against the challenges of the financial turmoil and whether the companies can avoid incurring losses or even winding up as a result of improper management or loopholes and shortcomings in the relevant legislation.  The problems do not lie in the ability and integrity of fund managers only.  What is more important is that the relevant legislation now available has quite a number of loopholes and shortcomings and there is room for amendment and improvement.



	If the abovementioned outstanding problems are left unsolved, millions of contributors will likely see what is harmful to them before seeing what is good.  As such, I think it is understandable for the public to cast doubts on the MPF Scheme.  I hope that the subsidiary legislation to be tabled to this Council shortly and the relevant guideline can seriously consider the abovementioned problems with a view to completely eliminating the shortcoming that people can be cheated out of their money as a result of improper management or the existence of loopholes in legislation. 



	Given that the financial market was subject to dramatic fluctuations recently, it will be hard to convince people if we say that it is impossible for this market to come under the influence of artificial control.  Subsequent to the handover of Hong Kong, profits made by Hong Kong people will hinge on the stability of our financial system.  It is mentioned in the Budget that: "We have, in recent years, placed those reserves with the Exchange Fund.  We have received a fixed rate of return, free of market risk...... the return for the active Exchange Fund portfolio over the past four years has been consistently above the fixed rate of return we received previously".  As a result, the financial authorities plan to make a new arrangement and that is to say,"With effect from 1 April, we will link the return to that achieved by the entire Exchange Fund ...... there will now be no guaranteed revenue, and still no certainty that the interest will match inflation".  Although such an approach is more proactive, the problem is, in the wake of the financial turmoil: Will the rate of return for investment this year still be higher than that of the fixed-rate return; and will it continue to be higher than the fixed-rate return under the circumstances that the financial turmoil will strike again anytime?  I hope the financial authorities will consider this very seriously. 



	I note that in the address made by the Financial Secretary for more than an hour, the expressions "financial turmoil" and "uncertain future" have been mentioned at least 20 times.  This illustrates that the Government is alert to the numerous problems arisen during this "extraordinary period" and has attached great importance to them.  The Government is confident and determined in solving the problems, and we should perhaps find comfort in this.



	Many people in the trade, experts and academics pointed out that if the British Hong Kong Government did not intentionally favour foreign big investors by implementing a series of unfair measures in finance, securities and other scopes, it will not be so easy for international speculators to league together in the Hong Kong market and make use of the opportunity to manipulate the market.  We are not objecting to the introduction of novelties in the financial market.  Neither are we objecting to foreign capital making profits in Hong Kong.  What is more, it is definitely not our hope that the Government will give extra care to local fellow traders and investors.  What we ask of the Government is to build up a fair and impartial market which can safeguard the long-term interests of those remaining in Hong Kong instead of operating a "casino" which, for the sake of meeting the needs of the "foreign big guns" and international speculators, sacrifices the interests of Hong Kong people.  I am pleased to learn that the Government is stepping up its review of the experiences and lessons brought about by the financial turmoil.  I hope that the Government can co-operate closely with people in relevant trades to work hard on and study these issues seriously.  The Government should not only act with confidence and determination, but also adopt proper strategies to safeguard the status of Hong Kong as an international financial centre.



	Lastly, I would like to reiterate that I have noted from the budgets of the past few years that the Government has never reviewed in detail whether the socio-economic effectiveness predicted by the previous budgets has been achieved.  I have mentioned this point for a number of times in pervious debates.  In this Budget, nothing has also been said on whether previous predictions have been vindicated.  I hope that the Financial Secretary can, in his reply, share with us whether the Government's fiscal philosophy and financial measures taken over the years have been able to achieve the desired effects or even effects better-than-expected and what valuable experiences and lessons have been drawn.  I also hope that the Financial Secretary, who has won much applause, will talk about what our socio-economic situation will be like in one year, two years or several years after the third Budget prepared by him for Hong Kong is endorsed.  For instance, he estimated that the economic growth rate for the next financial year will be 3.5%, then will the inflation rate, unemployment rate and the overall rate of foreign investment in Hong Kong rise or fall?  These parameters are commonly seen in the budget of numerous countries and regions and they are also important data which Hong Kong people are generally concerned with.  It is an unshirkable duty for all the successive as well as the incumbent officials in charge of finance to put forward and review these parameters.



	With these remarks, Madam President, I support the Budget.





PRESIDENT (in Cantonese): Mr Kennedy WONG.





MR KENNEDY WONG (in Cantonese): Madam President, the 1998-99 Budget carries a significant meaning.  As the first Budget for the Hong Kong Special Administrative Region (SAR) Government, it shoulders the responsibility of carrying on the heritage and opening up the future.  Just as the Financial Secretary has said, the Budget must achieve the objective of "riding out the storm and renewing Hong Kong strengths".  As a matter of fact, the public generally welcomes the Budget.  The personal tax incentives contained therein are indeed attractive and will be able to stimulate the public's spending desire and produce a positive effect on the economy.



	On the revenue side, after the handover, the full amount of the Land Fund has been transferred to the Government's fiscal reserves so that revenue from the Land Fund portion alone will reach $11.7 billion in 1998-99, equivalent to an 6% rate of return.   Under Article 121 of the Basic Law, lessees of land are required to pay rent and this will bring to the Government $4.28 billion for the financial year.  On the other hand, with effect from 1 July 1997, proceeds from all land transactions will be given to the Government.  Compared with the budgets for the past few years, the Government can expect an additional revenue in tens of billions for the financial year.  



	The abovementioned changes effected as a result of the handover will yield an additional income of approximately $30-odd billion to the Government.  In response to the injection of funds by this "big water pipe", the Financial Secretary stated that expenditure in various aspects will be increased in accordance with the commitments made by the Chief Executive in his policy address.  We can see that in the five years before 1998-99, except for the 0% growth in expenditure in 1996-97, average growth in expenditure for other financial years  has been approximately 11%.  But for the financial year covered by this Budget, our expenditure will grow by approximately 25.6%, registering a $50 billion increase in real terms.  This precisely shows that the Government is gradually carrying out its determination of "restoring the wealth to the public".  Just as the Financial Secretary has indicated, the Government is now constantly increasing its support for the community.  Over the past five years, the accumulated growth in recurrent expenditure on social welfare has exceeded 200%.  In this Budget, spending on welfare will grow by 13.6%, recurrent spending on care for the elderly will grow by 16.3%, and the increase in housing and education will even exceed 50%.  I welcome the increase in spending for the purpose of materializing the essence of the Chief Executive's policy address, and I consider that the direction taken is correct.



	The Budget has given me some pleasant surprises.  To start with, during the consultation last year, I had proposed to the Financial Secretary that I hoped that he could reduce the corporate Profits Tax rate in phases. At that time, I thought that the best way was to reduce the tax rate in three years and it would mean a reduction of 0.5% each year so as to enhance the competitiveness of Hong Kong's trade and industry.  Now the Financial Secretary has taken his first step by lowering the corporate Profits Tax rate by 0.5 percentage point.  I hope that the Secretary will keep on lowering it gradually in future.  This is because after the handover, the local trade and industry have to compete with the special economic zones such as Shenzhen and Zhuhai, apart from competing with rivals in the region.  At present, our corporate profits tax rate is not the lowest.  The corporate Profits Tax rate in Shenzhen, Zhuhai and other neighbouring economic zones is only 15%.  I hope that the Financial Secretary can reduce our corporate Profits Tax rate to that level eventually.



	As far as housing is concerned, the Financial Secretary has catered for the public needs.  In his speech, he also indicated that many people had asked the Government to lower the Rates.  However, I consider that it is still inadequate for the Government to lower the Rates by 0.5 percentage point to 4.5%.  This is because, from the angle of taxation, actually the Government is only required to levy essential taxes.  What the Government needs to consider mainly is,    inter alia, what the Rates are supposed to do.  The Rates are mainly used for meeting the expenses of the two Municipal Councils as well as solving their problems.  But as far as I understand it, up to 30 June 1997, the surplus accumulated by the Urban Council has reached $3.5 billion.  In addition, the two Municipal Councils will probably merge or further streamline their operation in future and the necessary daily expenditure will probably be reduced.  I therefore consider that the Financial Secretary, as a matter of principle, should further lower the Rates by a percentage which is in more uniformity with the funding the two Municipal Councils actually need.



	On the other hand, I find a paragraph in the Secretary's speech quite puzzling.  Paragraph 130 of his speech reads, "the charging of Government rent in itself represents a massive concession ......  The alternative to the rent was for the property owners concerned to pay a lump sum premium".  I cannot agree with this because the levy of Government rent instead of charging a premium is not a concession made by the Government.  It has in fact been clearly specified in Article 120 of the Basic Law.  For certain leases of land granted or renewed before 1997 and expire not later than 30 June 2047, the lessee is not required to pay an additional premium as from 1 July 1997, but an annual rent equivalent to 3% of the rateable value of the property at that date shall be charged as compensation.  Therefore, what the Financial Secretary has said does not stand.  This is because this has been provided for in the Basic Law.  Half of the population in Hong Kong lives in the New Territories and, owing to historical reasons, they are required to pay additional rent and it has actually imposed a heavy burden on them.  I hope that the Government can show its sympathy for them and render them assistance in future. 



	I welcome the reduction of the rate of Hotel Accommodation Tax from 5% to 3%.  As a matter of fact, the rent charged by hotels in Hong Kong is higher than what is charged by their rivals in the region.   This, coupled with the Hotel Accommodation Tax, will greatly undermine the competitiveness of the hotels and the tourism industry.  With the reduction in the rate of Hotel Accommodation Tax, it is hoped that it can further stimulate the revival of our tourism industry.



	In fact, 85% of our GDP comes from the service industry.  In 1997, the total spending from tourists visiting Hong Kong exceeded $70 billion.  In the Budget, the Government has also mentioned that it will invest $80 billion in constructing more roads, railways and port facilities in the next five years.  In this financial year, the Government will also embark on large-scale infrastructure construction totalling $62.9 billion.  But regrettably, the Government has not taken the initiative in investing in exploring some large tourist spots which, in my opinion, is government responsibility.  Assisting the tourist industry is just as important as building infrastructure, mending bridges and constructing roads.  This is because the tourist industry will bring Hong Kong many invisible receipts and further promote the development of our economy.  In this regard, I hope the Government can consider seriously and indicate what it is going to do in future.



	Last year, the Financial Secretary was criticized for proposing a wine duty cut in his Budget and this may be the reason why he has not mentioned a word at all about a wine duty cut this year.  In fact, I was given a lot of information by people in the trade.  At present, the rate of wine duty in Hong Kong stands at 60%.  This is almost the highest among our competitors in the region, except for some countries like Thailand.  As far as I know, the rate of wine duty is lower than 50% in Japan, only 30% in Taiwan and our rate is similar to that in Singapore.  The Government should understand that it is extremely important to maintain the competitiveness of Hong Kong as "the paradise for shoppers and consumers".  Tourists and members of the public should therefore be allowed to purchase wine products here at a price similar to that offered by other places in the region.  For this reason, I urge the Financial Secretary to reconsider lowering wine duty to a level similar to that offered by our competitors in the region in future, probably in the Budget for the next financial year, in order to stimulate local consumption and attract business visitors to buy wine.



	Apart from this, I would like to talk about fuel duty which has been under debate for the past few days.  I think it is unfair for the Financial Secretary to use environmental protection as an excuse to increase fuel duty.  Has the Government provided an effective alternative for users?  Are there any other kinds of vehicles available as options?  Without the provision of reasonable options, increasing fuel duty will not reduce the number of people using vehicles.  It will only aggregate the burden on users, without serving the purpose of environmental protection.  It is therefore unreasonable. 



	In my opinion, the Government is putting the cart before the horse by increasing fuel duty at a time when our economy is in depression.  In order to protect the environment, the Government should suitably control the issuance of licences for new vehicles and the growth in the number of vehicles as well as reducing the number of vehicles using diesel oil.  In 1997-98, receipts from First Registration Tax for vehicles rose substantially by 23.8% over the original estimate.  This reflects that the number of new vehicles "running on the road" has risen quite dramatically.  I think the Government can do something about it by providing other kinds of vehicles as substitutes as soon as possible.  It is really hard to understand as to why the Government, on the one hand, allows the importation of a large number of vehicles and, on the other, restricts them from running on the road by whatever means.



	Yesterday, the Financial Secretary indicated that if this Council refused to endorse the increase in fuel tax, he would consider withdrawing some of the tax concessions.  Is it the Financial Secretary's intention to use such means, which is close to intimidation, to force this Council to endorse the Budget as a whole package?  I would like to ask: Does the Financial Secretary really want to achieve his objective of "riding out the storm and renewing Hong Kong strengths" or "using whatever means to achieve his objective"? 



	Of course, at a time when we have a prosperous economy in Hong Kong, we should be obliged to take care of the elderly.  The Chief Executive has also made great efforts to promote and support the development of related policies.  Recently, I received some views put forward by members of the public in respect of this issue.  Some of them considered that those who were over the age of 65 and were still working were being neglected by the Government.  Without jobs, this group of people will be unable to maintain their existing living standard.  I hope that the Government can give more concern to these people.  Will additional allowance be given to those who have reached or exceeded the retirement age but who are still required to work so that their livelihood can be improved? 



	As far as society is concerned, legal aid is extremely important as it serves to uphold justice in society.  As a result of this, not only those who are wealthy enough can seek redress in law.  The public in general can also seek redress in law.  I think this is good and extremely essential.  However, on the expenditure side of the Budget, the growth rate of the Legal Aid Department this year is lower than that of the previous year by 17%.  I earnestly hope that the Government can maintain the expenditure level of 1997-98 so as to provide the Legal Aid Department with more resources.













	Madam President, the Budget has given me an overall impression that Hong Kong by itself is a football team in a perfect condition.  As the coach of the team, the Financial Secretary is able to guide the team to "look ahead into the future and back into the past" as well as "flying in full strength".  On the initiative of the team leader, that is, the Chief Executive, expenditure in many areas have witnessed a growth.  But at the same time, we will still be able to "maintain our vigour and vitality" and keep adequate reserves after finishing a match so that we can cope with any contingency.  Therefore, I support the Second Reading of the Appropriation Bill 1998, except for the part concerning the increase in fuel duty.



	Thank you, Madam President.

	



PRESIDENT (in Cantonese): Mr NGAI Shiu-kit.





MR NGAI SHIU-KIT (in Cantonese): Madam President, it is commendable that in the face of a depressed economy and with the Southeast Asian financial turmoil still lingering on, the Chief Executive has decisively put forward a prudent Budget for "riding out the storm and renewing Hong Kong strengths" to go through the hard time with the general public.  It is undeniable that forecasting the economic outlook is a thankless task.  Some critics just love to find faults in these areas.  This Budget with a small surplus as proposed by the Financial Secretary is based on a forecast of 3.5% growth of the local economy.  Certain critics in the community considered that the Financial Secretary is being over-optimistic in forecasting the growth of the economy for the coming year.  In fact, under the circumstances that our economy may turn worse, budgeting for a small surplus can give public expenditure more room for manoeuvre.  If the Financial Secretary's forecast of our economic growth is over-optimistic, receipts from duties will only turn worse.  In addition, public revenue and expenditure will become even harder to achieve a balance and the adverse consequence of having deficits may arise.  It is praiseworthy that the Budget has budgeted a small surplus to ensure that the Government will still be able to adhere to the prudent fiscal principle of keeping expenditures within the limit of income and maintaining balance and stability in the face of future economic changes.







	The proposed moderate increases in various kinds of fuel duties as put forward in the Budget is acceptable.  However, the proposed increase of diesel oil duty will unavoidably have an adverse consequence of adding to the already heavy burden on professional drivers.  This is something that we should be concerned with.  Madam President, in order to ride out the storm and go through the hard time together, each fiscal or taxation policy implemented by the Government must benefit people of the various trades and professions and there should be no bias against any party.  To increase diesel oil duty at a time when it is difficult to run business, it might encourage the black market activities and induce more professional drivers to use marked oil.  Madam President, once the illegal activities of buying and selling illegal diesel oil prevail, tax revenue of government coffers will become the first victim.  Even if the Customs and Excise Department and law enforcement officers finally succeed in cracking down on these illegal activities and safeguarding public revenue, is it not the case that, from the angle of the overall community, social resources are being wasted in handling tax evasion and tax pursuit cases?  It will do no good at all to the economy and productivity of society.  For these reasons, I have some reservations about the proposal of increasing diesel oil duty.



	Madam President, I would like to talk about issues pertaining to the fluctuation of interest rates and the linked exchange rate.  This year the Budget has dwelt on the linked exchange rate and adequate reserves at lengths.  Obviously, the Financial Secretary attaches great importance to the effect of reserves on stabilizing the linked exchange rate.  Although this is a good way, the grassroots or international financial attackers will no doubt regard the level of reserves maintained by the Hong Kong Special Administration Region (SAR) an important index of the stability of the linked exchange rate mechanism.  As a result, the target will become so obvious that it will come under attack on all sides.  Moreover, the financial policies of the SAR Government will thus become quite passive.  Madam President, the Sun Zi Warcraft reads: "one will not know what a good attacker is defending; and one will not know what a good guard is attacking at".  In the face of international financial attack, the Government is now only taking the defensive position.  This is going to be too passive and is definitely not the best solution.  The Budget has specially mentioned the linked exchange rate.  In my opinion, there remains a need for the Government to make more preparations in respect of this difficult mission in order to meet new challenges.





	It gives no cause for much criticism that we should maintain adequate financial reserves in order to defend the linked exchange rate.  This year's Budget has devoted a whole chapter to explaining the importance of having abundant reserves and specifically set out the criteria for adequate levels of fiscal reserves.  It seems that we can well foresee that, no matter our economy is good or not, our public financial resources must, based on total expenditure and M1 money supply for each year, adjust and allocate different levels of fiscal reserves.  Apart from this, the Government is prepared to make use of the reserves of the Housing Authority to expedite the birth of a fixed-rate mortgage market with a view to ameliorating the difficulties faced by home-owners brought about by the fluctuation in the rate of mortgage payments.  This will subsequently stabilize Hong Kong's internal consumption.  Although the intention of the Government in implementing the abovesaid measures is good, it should consider whether the implementation would channel too much social resources to the public sector, depriving the private sector of financial resources.  In fact, the fiscal measure of stabilizing the local spending market alone will not benefit our commerce and industry which rely heavily on export trade.  Madam President, our economic operation has all along relied on activities of commercial and industrial enterprises to create wealth.  Internal spending, which is of a smaller scale, is not going to achieve a substantial effect.  If the Government fails to allay the worries of the commercial and industrial enterprises brought about by the fluctuation of interest rates, the abovementioned fiscal measures will then not be able to stimulate the revival of our economy by prescribing the right remedy for the illness.  I earnestly hope that the Government will consider this issue seriously. 



	In fact, the prosperity of commercial and industrial activities as well as the pace of economic revival will eventually hinge on the stability of our currency and the interest rates.  Both elements are indispensable and there should be no bias against any one of them.  As the Government stands firm in maintaining the linked exchanged rate system, it is obliged to perfect the operation of the system by whatever means, ameliorate the fluctuation of interest rates brought about by external challenges, and protect normal commercial and industrial investment activities in Hong Kong against interference.  This is going to be an arduous task.  However, I do not see there is any other institution, except for the monetary authorities under the SAR Government, that can perform this task.







	Madam President, with a pessismitic economic outlook, Hong Kong is like a ship sailing in the midst of heavy fog.  We must help one another and prevent ourselves from losing our direction.  The various tax concessions proposed by the Budget will reduce the direct spending of the public and benefit various strata.  The Budget has indeed fulfilled its responsibility of alleviating the difficulties of the public in the short run.  The problem remains that the Budget should also map out an appropriate strategy and guideline in respect of the direction our economy should take, just like providing a compass for Hong Kong, which is sailing in heavy fog.



	In my opinion, if the Government still clings to the conviction that "difficulties start with the property sector and shall eventually end with it", we will then really lose our direction.  I firmly believe that the Government should make a firm decision to re-design its strategy.  Apart from watching closely the adjustment of the property market, it should also support vigorously the upgrading of our manufacturing sector and further reinforce the structural balance of our industires so as to counterbalance any adverse impact imposed by the financial turmoil on our economy.  The Government seems to have taken the first step correctly, judging from the fact that it has begun paying attention to the long-term development of the small and medium enterprises in Hong Kong again.



	At present, the storm of Southeast Asian currencies is not yet over.  In particular, the various sequels possibly derived from the fluctuating political and economic environment of Indonesia will emerge one after another.  This will also have an impact on us.  We should therefore step up our vigilance and be more careful in maintaining our dominant position.  For instance, given that certain trades and professions in Hong Kong have received more orders recently, the Government should formulate measures accordingly to promote re-structuring of our industrial sector.  As the saying goes, "if the fishing boat is sturdily built, one will not fear the stormy waves".  In my opinion, the Government should grasp this opportunity to actively review the structural balance of industries in Hong Kong as well as the industrial policy of the Government.



	With these remarks, Madam President, I support the motion.









PRESIDENT (in Cantonese): Mr CHENG Yiu-tong.





MR CHENG YIU-TONG (in Cantonese): Madam President, before the Budget was released, the Hong Kong Federation of Trade Unions (FTU) had proposed to the Hong Kong Special Administrative Region Government that it was the public's aspiration that the Government could "alleviate the people's difficulties and tide them over the barriers".  Now the Financial Secretary has used "Riding out the Storm; Renewing Hong Kong Strengths" as the topic of the Budget.  What he sees shares both similarities as well as dissimilarities with the difficulties we witness.  And similarly, we are concerned about the heavy burden on home mortgagees.  As far as ordinary people are concerned, although the $100,000 home mortgage relief is not an immediate measure, it will still help them to a certain extent.  Nevertheless, we see that the Financial Secretary has failed to give due concern for workers who have been caught in hot waters as a result of unemployment. 



No assistance provided for the unemployed by the Budget



	Hong Kong's economy was badly hit since the financial turmoil took place in Asia last year.  A number of companies has resorted to big-scale retrenchment, so serious that we even dared not wish other people prosperity in the Lunar New Year.  At the end of last year, the Yaohan Department Store wound up its business, and the Matsuzakaya Department Store also announced that it was going to close down in August.  The depressed tourism has also greatly affected the turnover of the hotel industry, and a lot of employees in the hotel industry are facing the bad luck of dismissal.  Under the economic slump, the catering industry also faces closure and retrenchment.  The unemployment army has once again expanded its "ranks".  The number of job seekers registered with the Labour Department in February this year has risen by 50% over January.  It is more unfortunate that the unemployment problem has spread from the middle-low stratum to the middle-level management employees and this has made them extremely worried.  According to the information published by the Labour Department last week, the number of middle-level management employees registered last year has risen by more than 2 000.



	The Government cannot practically ignore this problem.  If the economic depression persists, middle-level employees will gradually be thrown out of work and the number of unemployed people will grow continually when companies start to cut costs.  For the grassroots workers, their plight will deteriorate and their living will become increasingly difficult.



	The Administration should be commended for its ongoing consideration of setting up a low-interest loan for further studies for those employees who are still working but whose economic situation has turned worse.  But for those who have been out of work for some time and under increasing economic pressure, what benefit is the Budget going to bring them and how is the Budget going to alleviate their "difficulties"?  As they have no income, all income-related allowances will have no bearing on them.  The increase in deduction for expenses on vocational training will not benefit them either.



	Hong Kong is unlike other countries in that many places in the world have unemployment assistance systems in place.  For instance, China has already set up unemployment insurance schemes as early as 1986.  Various states in the United States have also separately set up an "unemployment compensation fund" to which contributions are made by employers.



	Nevertheless, Hong Kong lacks any "unemployment assistance" policy.  After spending all their savings, the unemployed can only resort to the Comprehensive Social Security Assistance (CSSA).  However, while the CSSA is a kind of long-term assistance aimed at helping the elderly, the weak and the handicapped, the unemployed need only transitional assistance to help them rejoin the labour market.  Both are different in nature.  It will better cater to the needs of the unemployed if they can be dealt with separately.  Two years ago, the FTU had already suggested to the Government to allocate funds to set up an "unemployment assistance fund" to speed up people's switch of trades so as to prevent them from suffering from long-term unemployment.  However, the 1998-99 Budget still chose to increase expenditure only for social security in order to cope with the increase in the number of CSSA cases resulted from unemployment.  This is disappointing indeed.



Economic policy to tie in with employment policy



	One of the reasons for the gradual proliferation of the unemployment problem is that the structural imbalance of local industries has begun to deteriorate.  The structure here refers to the proportion the manufacturing sector, the service industry, finance, property and so on in our economy.  I believe many people know what I am referring to.  In particular, most manufacturing workers have been victimized as a result of this structural imbalance of our industries.



	Over the past 20 years, the manufacturing sector has continued to move northward.  Only a few industries, such as those quota restrictive industries like the textile and clothing industry, remain in Hong Kong.  However, these industries employ only a limited number of workers.  As we all know, many products are actually not made locally.  It is only that part of the procedures remain in Hong Kong.  In the mid-1980s, Hong Kong still had 900 000 workers engaging in the manufacturing sector.  Now only 300 000 people remain.  The rest have been eliminated out of the market.



	Although some workers of the manufacturing sector have succeeded in shifting to the service industry, the operation of the service industry has, without the manufacturing sector as its basis, gradually worsened and its business is going downward year after year.  This is precisely the natural result of industrial imbalance.



	A healthy economic system should not, like what is now happening to Hong Kong, allow its manufacturing sector to shrink and place excessive emphasis on such speculative professions like finance, property and so on.  The manufacturing sector should occupy a certain proportion, generally 20% to 40%, of our economy as a whole.  For instance, the manufacturing sector in the United States represents 20% of the overall economy.  In the case of Singapore, it maintains at more than 25%.  As for Hong Kong, our manufacturing sector represents less than 10% of the GDP.  Maintaining the manufacturing sector can enhance job opportunities.  In addition, our population is expanding rapidly, and the number of new immigrants alone increases by tens of thousands every year.  The market should therefore absorb the manpower systematically.  Otherwise, the unemployment figure will only go on rising. 



High-tech high value-added industries



	In the present-day market, we will be referring to high value-added industries when we mention the manufacturing sector.  Mr TUNG Chee Hwa's Policy address has also pointed out that the industries and service industry must take to the high value-added path.  In addition, he has proposed to set up a high level committee and research into production development and innovation not just for ourselves, but for South China and the Asian-Pacific Region.  A mammoth project though this may be, we fail to find any co-ordinating policy outlined in the Budget.  The development of new technology necessitates the co-ordination of technology and talent.  At present, we still fail to see any steady investment in our scientific research and development items.



	At present, many countries link their expenditure on scientific research and development with their Gross National Product (GNP).  For instance, the United States spends an average 2.5% of its GNP on scientific research each year.  As early as 1993, there was already a report suggesting that the Hong Kong Government and private organizations should spend an amount equivalent to 1% of our GDP on scientific research and development.  But unfortunately, no  provisions have been made in this respect so far.



	Until now, we have made zero achievement in terms of both scientific research and talent cultivation.  Only a few privately-subsidized scientific research projects are now being conducted.  We must secure the co-ordinated development of talents and scientific research before we can develop our new and high technology.



	The past policy of the Government was not to bother our industries.  To put it nicely, the policy is an "active non-intervention policy".  But to put it bluntly, the policy is to "let our industries run its own course" by relying on the enterprising spirit of entrepreneurs to face fierce international competitions.  To revitalize our industries, it is imperative for the Government to lend a big helping hand ─ support.  I am not asking the Government to subsidize entrepreneurs to develop industry, but to formulate suitable policies and provide international information.  



Conclusion



	A budget that can "ride out the storm" is what every member of the public would like to see in times of economic depression.  However, what the next Budget can do is only short-term and one-sided.  In particular, it has failed to take into consideration the grassroots and the unemployed.  What Hong Kong needs is not only patch-work remedial policies, but also comprehensive and long-term economic policies.  The Financial Secretary uses our huge fiscal reserves to counteract the pressure brought about by the recession of the economic cycle.  In doing so, he has only emphasized one aspect but forgotten how the Government should act to tide the public over their difficulties in times of a gloomy economy.

	Given the size of our fiscal reserves, we should be able to adopt a more proactive attitude.  To carry out a long-term plan, the Government should formulate ambitious plans for our future overall economic development, develop high technology and high value-added industries as well as establishing a healthy economic structure.  Only through laying a good economic foundation can Hong Kong brave winds and waves and grow healthily to counteract the depressed domestic market and withstand external economic challenges.



	Madam President, I would like to take the opportunity of today's debate to thank Members of this Council for their concern about me because it was reported in the newspaper that I would not stand for election.  I believe this is the last time that I speak on the Budget in this century.  This is only my estimate because I need to go through a procedure and I have no idea as to whether or not the FTU will accede to my request.   I say this century because I normally do not go too far no matter whether I say something or do something.



	Thank you, Madam President.





PRESIDENT (in Cantonese): Mr NG Leung-sing.





MR NG LEUNG-SING (in Cantonese): Madam President, as Provisional Legislative Council Members, we are here to scrutinize the first Budget for the Hong Kong Special Administrative Region (SAR) since its establishment.  It is indeed a historically and statutorily important task.  I would like to talk about my personal views of the Budget in the following aspects.



	Firstly, this is the first Budget since the the SAR was established.  Its greatest difference in terms of style from the budgets prepared by the former government is, in my view, the adoption of the so-called "supply and demand school of thought" adopted by the Reagan administration: to reduce tax in many areas and, at the same time, increase expenditure to stimulate the gloomy economy and market in order to help commerce and industry as well as salary earners to tide over their difficulties.  In my opinion, it is all because the "god of wealth" has a magic wand that enables him to give such a "big concession" (I am only quoting someone's remark) to "ride out the storm".   I believe all Members know that this magic wand is our "hugh fiscal reserves". 



	"To be prepared for danger in times of peace" and "to store up grain against dearth" are traditional Chinese fiscal philsophies.  Hong Kong people know best how to be economical and know very well the importance of saving.  It is all because we have healthy reserves that Hong Kong has been able to deal with the regional financial turmoil on its own this time.  Today's situation has fully proved that the Central Government of our motherland really had profound insight when it proposed to set up the Land Fund to keep reserves for the future SAR Government during the negotiations on Hong Kong's future between China and Britain. 



	The Land Fund has accumulated over the past few years nearly $200 billion.  After the establishment of the SAR Government, it was handed over to the SAR Government and has thus greatly strengthened the financial position of the Government.  It has also become a firm foundation that enables us to defend the Hong Kong dollar linked exchange rate, resist external attack and stablilize the economy.  I feel honoured that I was given the opportunity to sit on the Sino-British Land Commission and take part in the trustee duties of the Land Fund. 



	The Asian financial turmoil has taught us a good lesson and that is, to adhere to prudent fiscal principles and maintain strong reserves are of extreme importance to the continued development of the economy and financial market.  In my opinion, this is a major premise for our consideration of the Budget, now or in the future. 



	Secondly, another more prominent feature of the Budget is that it has boldly and clearly proposed some concessions for meeting the needs of middle-income families.  This is commendable indeed.



	As we all know, hundreds of thousands of middle-income families are also Hong Kong's elite and they have made great contributions to the development of our economy and society.  For a long time, they have contributed silently to the Salaries Tax receipts of public coffers but are basically deprived of social welfare and the Government's direct financial care.  For the past decade or so, people of this strata were able to enjoy comparatively stable work and incomes because of our economic prosperity.  But in the wake of the financial turmoil, their situation has worsened.  Moreover, owing to the fact that both our economy and the service industry are in depression, the employment opportunities and incomes are not so stable as before.  Recently, a large number of white-collar workers and even management staff of more senior ranks were dismissed and this has added to their sense of insecurity.  Another burden of a comparatively serious nature of the middle class is that a majority of middle-class households are still repaying mortgages for their flats.  Many of them have even bought flats at exorbitant prices earlier.  Now their properties have depreciated dramatically by 30% to 40%, and yet their debts are not reduced.  On the contrary, the rise in interest rates has aggravated their burdens in repaying the mortgages.  It has now become a gloomy period and hard time for this class of people in both psychological and actual terms.  It is indeed timely for the Government to lend a helping hand.  Although the actual assistance rendered is not so great, it serves to support them to tide over their difficulties psychologically and in terms of confidence.  This will help encourage this elite group to stay here to build up Hong Kong and continue to make contributions to the community. 



	Caring for the middle class is not restricted to helping them solve their difficulties only.  It is more important that we should encourage the future generation to advance themselves and to persevere with stamina and diligence.   And this is also where the hope of our society and economic development hinges on.  What the Government has done is a good beginning and I hope that it can give more concern to the middle class from now on. 



	Thirdly, the series of tax cuts and improvement to the business environment proposed in this first policy address of the SAR Government to tie in closely with the guidelines for building up Hong Kong will produce a positive impact on improving the socio-economic co-ordination and development as well as attracting investments.



	The Budget proposes to raise the dependent parent allowance and child allowance dramatically by 3.1 percentage points.  It has also proposed an additional allowance for dependent parent and to raise the disabled dependent allowance by 140%.  All these measures serve to realize in concrete terms the objectives of respecting the elderly and loving small children, building up and harmonizing a caring society as advocated in the policy address.  The various measures relating to the reduction of Profits Tax, broadening the scope of tax concessions for fund management, offering an 50% reduction rate for the Profits Tax for offshore reinsurance companies and concluding agreements with the Central Government in avoiding double taxation between the Mainland and Hong Kong, for the sake of improving the environment for commerce and industry as well as enhancing competitiveness, will produce a definite stimulating effect on attracting foreign investments and promoting the development of fund management and the business of reinsurance companies.  In particular, tax concessions given in respect of reinsurance business in Hong Kong have all along been less attractive than those offered by Singapore.  We must therefore make improvements to turn around this weakness, the development of which has all along lagged behind that of Singapore. 



	While the mutual investments between Hong Kong and the Mainland have grown bigger and bigger, the tax rates between both places and the critieria for levying tax are different.  In the case of Hong Kong, it charges Profits Tax at a rate lower than that levied in the Mainland.  Moreover, tax is levied in accordance with the principle of origin in Hong Kong (that is to say, only receipts originated in Hong Kong are taxable).  These differences have burdened and inconvenienced investors.  If the issue is not solved in time, it will definitely pose an obstacle to the development of mutual investments of both places.  Therefore, the arrangement for avoidance of double taxation with the Mainland will alleviate the double taxation burden on those businessmen operating in the Mainland.  At the same time, it will help attract foreign companies to continue using Hong Kong as a stronghold for exploring the mainland market.



	Fourthly, in this Budget underlined by extensive tax cuts and measures aimed at stimulating the economy, it really comes as a surprise that the Government has proposed to increase the rate of fuel duty, with the biggest increase in motor fuel (leaded petrol).  One just cannot help feel regretable about this.  The increase in duty will directly increase the operating cost of the motor transport industry and it will of course finally be transferred onto the consumers.  From another viewpoint of the community, tax increases can perhaps limit transport vehicles from using polluting petrol, thus achieving a positive effect as far as improving the quality of air in Hong Kong is concerned.  At present, the main source of air pollutants on our roads comes from the exhaust emissions of vehicles every day.  Therefore, in the long run, it is imperative for the Government to take powerful measures to improve motor fuel in order to upgrade the quality of air.  Nevertheless, public transport is closely related to the people's livelihood, and it will not be adequate by solely relying on the pricing.  It necessitates the co-ordination of other measures, such as by guiding motor vehicles to use substitutes of comparable cost and lower pollution instead of using leaded petrol.  For these reasons, the Government should conduct studies in the use of vehicles and proposed comprehensive improvements and incentives.  Only in doing so can the Government really improve environmental pollution effectively. 

	Fifthly, it has been voiced out in the community that the low income group has gained the least benefit from this Budget and therefore some of them feel that the Budget is somehow imperfect.  As a matter of fact, many low income households are not included in the tax net so far and many of their incomes have already been "exempted from tax" at the very beginning.  Moreover, low ncome households have all along been taken care of by the Government in terms of housing, medical care, livelihood subsidy, child education and even student travelling allowance.  As such, from a general viewpoint, low income families benefit most from the social welfare provided nowadays.  Therefore, all sides should understand why the Government is unable to give special tax concession to this group of people in the Budget this time.



	From an overall point of view, the Budget has been able to achieve what is said in its title.  It has not only achieved the objective of "riding out the storm" by reducing tax revenue and increasing expenditure in the light of our present situation, but also adhered strictly to the spirit of the Basic Law by adopting the prudent fiscal principles.  This will therefore help tide our economy over and enhance our competitiveness so as to lay a good foundation for the next round of comprehensive development of the economy to provide the opportunity of "renewing Hong Kong strengths".



	With these remarks, Madam President, I support the motion.





PRESIDENT (in Cantonese): Mr LAU Wong-fat.





MR LAU WONG-FAT (in Cantonese): Madam President, over the past few year, the revenue of the Hong Kong Government has kept on rising.  As a result, our fiscal reserves grow bigger and bigger and all public finance officials stress that the Government should return the wealth to the people.  As the Government's wealth comes from the community and its people, it is just fair for the Government to return the wealth to the people if circumstances allow.  At the end of last year, Hong Kong came under the attack of the Asian financial turmoil and our prosperous atmosphere deteriorated rapidly, with the stock and property prices dipping dramatically.  Up to the present moment, our economy is still in a depressed state and the public in general suffers severe losses in the face of the challenges.  At such a tough time, it is only natural for a responsible and caring government to lend its people a helping hand and alleviate their burdens and worries.  In doing so, the Government will be giving timely assistance to help people ride out the storm.  This is going to be more urgent, and the public will welcome it even more than when the Government returns the wealth to its people in times of prosperity. 



	"Riding out the storm; Renewing Hong Kong strengths" is the theme for the 1998-99 Budget.  The expression "renewing strenghts" comes from the Book of Changes: qian that reads: "A gentleman should persistently renew his strengths like the ever evolving firmament".   The Qinghua University has even subsequently adopted the expression "renewing strengths" as its school motto.  Over the last few years, the Hong Kong Government has been sending high-ranking officials successively to the Qinghua University to undergo training.  These officials should understand deeply the meaning embraced in the expression "renewing strengths".  In fact, our community has all along been adhering to the spirit of "renewing strengths".  Hong Kong people will continue to work hard and move forward, in the best of times or in the worst.  And because of such an attitude, we have been able to create great wealth for Hong Kong and achieve brilliant results.  It is also precisely because of this that Hong Kong people have an even stronger reason to expect the Government to render assistance to tide them over when Hong Kong experiences economic difficulties because of sudden changes.



	Regarding the means to "ride out the storm", the Financial Secretary has proposed a series of tax concessions and won much applause as a result of this.  We are even pleasingly surprised that deductions are proposed for mortgage payments.  In a Budget debate held a few years ago, I urged the Administration repeatedly that mortgage interest payments should be given allowances so as to alleviate the burdens of "mortgagees".  It is indeed praiseworthy that the Financial Secretary has decided to meet with the needs of the public in such a difficult time. 



	Basically, I agree that the measures proposed by the Financial Secretary for riding out the storm are quite comprehensive and he has done quite a good job.  Nevertheless, bearing in mind the financial turmoil's impact on the public, the huge reserves and the historical surplus of $77 billion last year, I consider that the Government is fully capable of exerting more strength in riding out the storm without going against the prudent fiscal principle of keeping expenditure within the limits of revenues.  







	Madam President, with the launching of a sudden attack by the financial turmoil on Hong Kong, a lot of Hong Kong people, particularly the middle income group who own their own homes and have made financial investments, have suffered substantial financial losses within a short time.  As a result, their financial condition has turned from easy to tight, and they even find it inadequate to go round.  Nevertheless, the relatively substantial tax relief proposed by the Financial Secretary, such as the tax incentives for individuals and the mortgage relief, will not benefit the public until one or two years after.  It can well be said that "distant water cannot put out a nearby fire".  In my opinion, the Administration should consider taking more urgent, practical and effective measures for riding out the storm.  This can be done, for instance, by returning a certain percentage, such as 15%, of the amount of the tax paid in the previous year to taxpayers.  Another way is to allow the taxpayers to postpone paying for their taxes for half a year without leving an additional charge and so on.  The surplus for the Government last year reached $77 billion, which was $45.3 billion more than the original forecast of $31.7 billion.  The middle class have along been the biggest tax payers, and the hardest hit by the financial turmoil.  Therefore, the Government should, on humanitarian grounds, provide them with timely assistance.  Or to say it in a more common manner, the Government should, under the circumstances that it has a record surplus, "return the bucks to the taxpayers" or to "charge less".  I think such a demand is not excessive at all.  Moreover, it will not affect government revenue for the coming year.  



	As regards the downward adjustment of Rates, I think the direction taken is correct.  However, I consider the lowering of the Rates percentage charge from 5% to 4.5% too superficial, and it will not help much as far as members of the public, particularly those who are required to pay Government rent after the handover, are concerned.  As a result of the relevant relief, Rates revenue will be reduced by $1.7 billion.  Even if the percentage charge is reduced to 4%, receipts from Rates will only be reduced by $3.4 billion.  So while the Special Administrative Region Government is going to receive $4 billion in Government rent each year, it will be sufficient to make up for the shortfall in Rates.  As regards the expenditure problems encountered by the Regional Council, so long as the Government undertakes to make up for the shortfall arising from the reduced Rates revenue , the Council will have no funding problem at all.  Moreover, the Rates relief proposed by the Administration will only last for one year.  Therefore, it will not produce a long-term impact on Rates revenue.





	Among the few tax increase proposals made by the Financial Secretary, I have great reservations about the proposal of raising the fuel duty by 6%.  Although I identify with the importance the Financial Secretary has attached to environmental protection, I think, firstly, there are other ways to achieve the objective of improving air quality and, secondly, it is not in line with the actual circumstances for the Government to increase the fuel duty at this moment.  In times of economic depression, the growth in the number of vehicles in Hong Kong will slow down and this will reduce air pollution.  Hong Kong is already one of the places that have the highest fuel duty rate in the world.  It will be unfair to motorists if the Government still insists to increase the duty rate at such a difficult time.  As far as those trades and professions which will be affected, such as taxis and the shipping industry, the blow will come even harder.



	Madam President, I would now like to raise two points relating to the economic development of the New Territories.  Land is an extremely important resource for Hong Kong.  However, the practices of designating border restricted areas, green zones and strictly controlling the use of land have resulted in the freezing of large areas of private land in the New Territories.  As land is allowed to lay to waste, a lot of places have become wasteland, garbage centres and gathering places for snakes, worms, rats and ants where there is no supervision at all.  This will not only seriously affect environmental sanitation, but also lead to serious wastage of land resources.  In order to make better use of these valuable resources to promote our economic development, the Government should relax or redesignate the restricted areas, green zones and the use of farmland so as to fully utilize all the land.



	The Government agreed in 1989 to spend $4.4 billion on promoting rural area planning and development strategies in 10 years.  However, the progress made has been slow so far and it has failed to meet the needs of rural development.  Now that Hong Kong is having a gloomy economy, if the Government can speed up implementing the relevant development strategies, it will not only narrow the gap in utilities between the rural area and the urban area, but also provide more job opportunities to the benefit of our economy.  Moreover, rural improvement works do not require a high level of skill and the capital injected can directly benefit local workers and small construction companies.









	Madam President, the Asian financial turmoil has hit Hong Kong at a time when the atmosphere of our property market and the stock market was heated and speculators acted like they were mad.  Although Hong Kong is backed up by its hugh reserves and dollar peg, such an unfortunate coincidence has made Hong Kong people incur heavy losses.  From these, we can see that the greatest damage is always done when disasters strike at a time when no one is aware of such a probability and shore up defences.



	Last year, I practised divination and the diagram read: "Going to Changan on a horseback, the flowers were in full bloom; after a sudden downpour, all the flowers faded away".  The diagram is in fact full of meanings.  What it says is although the flowers were in full bloom, they all faded away in just a second as a result of the heavy rain that comes suddenly.  What it implies is when people are intoxicated with the happy days, they will easily be caught off-guard by a sudden, dramatic change and gloomy outlook.  Unfortunately, I had failed to take notice of that at that time and, just like most people, I had full confidence in the future that laid before me and had failed to heighten my alertness.  It now seems that the diagram carries a strong warning.



	Madam President, I am not advocating the blind worship of divination.  My purpose of telling this story is to prove that it is not easy to "get prepared for danger in times of peace".  The financial turmoil has taught Hong Kong a good lesson.  Now the Administration is examining a series of measures, which include strengthening the regulation of the stock market and financial market, educating investors of their risks and to inform them of their entitled rights, promoting fixed-rate mortgages and so on.  Although it is always not too late to mend the fold even after some of the sheep have been lost, the prices we have paid are, afterall, not small.  As the global situation and the financial environment are changing on the minute, there is of course no perfectly safe plan for coping with these changes.  But so long as the responsible government officials are able to maintain their alertness constantly, be prepared for danger in times of peace and take preventive measures, they will have greater confidence to overcome difficulties even if incidents arise.



	Madam President, I so submit.









PRESIDENT (in Cantonese): Mr LEE Kai-ming.





MR LEE KAI-MING (in Cantonese): Madam President, after suitably absorbing the various experiences in handling the Asian financial turmoil, the Financial Secretary has, on the eve of the publication of the Budget, made use of a public relation practice of taking a stringent measure before resorting to a lax one by lowering the people's expectations for the Budget and publishing various measures that help ride out the storm afterwards.  The Financial Secretary has won much applause for giving the people such a big, surprising gift, and praises were heard throughout the community.



	We are now in the middle of a great reform era.  With the handover of our sovereignty and the democratization of politics, government strategies have also experienced changes, with more emphasis placed on the Government's role of being "people's public servants".  The public in general will definitely have greater expectations of and demands towards the Hong Kong Special Administrative Region (SAR) Government.  In particular, our economy has been badly hit amid the challenges posted by the Asian financial turmoil.  More and more people hope that the Government will lend its helping hand to tide them over.  As such, the "big manager" must refrain from being complacent amid the applause and forget what he should do.  He must, on the contrary, keep a clear head, accept the views of others, adopt good policies, further perfect the various measures for riding out the storm, vitalize our economy, get over the depression expeditiously and be the first one among various Asian countries to rebound.  The Financial Secretary has adopted an extremely prudent attitude in managing finances but he is over-confident in forecasting our economic growth by predicting that our GDP will rise by 3.5%, and he also thinks that such a growth rate forecast is realistic.  It is something we should be pleased with if one struggles hard in times of hardship to renew his strengths.  However, it will be detrimental to the prevention of crises if one underestimates difficulties and is blindly optimistic and over-complacent.  It is also my hope that our economic growth will not be as low as 2.2%, a growth rate predicted by some financial institutions.



	The Financial Secretary has been able to cope with changes in our situation and the needs of society by taking positive measures to tie in with the Chief Executive's plan to achieve a home ownership rate of 70% in 10 years and promptly introducing mortgage relief by proposing a deduction of a maximum of $100,000 per year per property for five years.  The deduction will be applicable to all owner-occupiers with a mortgage.  It is meant to be a timely assistance to the middle class who are now being tormented by high interest rates and the sharp fall in property prices.  It has also come at a right time for the Government to repay its old debt and we can call it a timely dole for the "mortgagees".  Apart from these, the Financial Secretary also proposed to reduce Salaries Tax, provide dependent parent allowance and adjust the Rates percentage charge from 5% to 4.5%.  Moreover, most government charges will be frozen at the existing level for 12 months with immediate effect.  At the same time, the Financial Secretary also planned to include the employees' Mandatory Provident Fund contribution as deductible items and a deduction of a maximum of $12,000 per year will be allowed.  As far as Profits Tax is concerned, self-employed people will also enjoy the same rate of deduction.  All these measures can indeed benefit most Hong Kong people.  However, there is one thing which is slightly imperfect and, that is, given the fact that the Government has adequate reserves and a stable source of income, why has it failed to reduce the overall Rates percentage charge to 4.2% in order to achieve a better result?



	The various measures proposed in the Budget has unavoidably given people an impression that the Budget is giving preference to the middle class while ignoring the grassroots.  Over the past decade, our economy has experienced substantial changes, with the economic structure being altered by industrial restructuring.  As the Government attaches excessive importance to the role that Hong Kong plays as a financial centre, our industrial development has been neglected.  The finance and tourism industries represent over 80% of the domestic economy and such a percentage can be said to be the highest in the world.  It is also precisely because of the expansion of the service industry that enables the industry to absorb most of the workers who need to change jobs as a result of economic restructuring.  For these reasons, most of the employment problems were, at the beginning, being overshadowed by the problems pertaining to the stock market, property market and prosperity of the tourism industry.  It was not until the financial turmoil that took place in October last year that the vulnerability and fragility of the economic restructuring was exposed.  This has gradually transformed unemployment from a cyclical basis to a permanent basis.  Employees of the financial services sector and even the management level have to face unemployment as well.







	In a speech delivered in respect of the Budget last year, I warned the Government that: "Remember not to underestimate the employment problem.  In particular, the Government must not loosen its control on the importation of foreign workers.  Otherwise, the same mistake will be made again if the Government is not being careful.  Problems like unemployment and the disparity between the rich and the poor are factors leading to social instability ".  What is more, this warning carries a realistic meaning.  Madam President, the increasing rate of unemployment will end up making more and more people rely on the Comprehensive Social Security Assistance (CSSA).  However, increasing spending on CSSA is but an expedient measure only.  As far as unemployed people are concerned, CSSA can only provide them with short-term support.  They can definitely not rely on it in the long run.  As such, it is particularly important for the Government to try every possible means to enhance the competitiveness of the lower strata, increase job opportunities and give priority to safeguard the job opportunities of local workers.  In the long run, the best way to reduce CSSA expenditure is to give priority to retraining unemployed people, and provide up-to-date vocational training so as to enable the trainees to really acquire a long-term livelihood skill and meet the requirements prescribed by employers.  The Government should indeed adopt attractive measures to actively encourage the unemployed to undergo vocational training so that they can regain their dignity and devote to work so as to support themselves.  The Government should also promote employment, reduce the reliance of the unemployed on CSSA and strictly control the importation of foreign labour.  It must refrain from harping the old tune of expanding the importation of foreign labour again when our days are getting a little bit better.  It is regrettable that the Labour Department has listed "the implementation of new measures related to the importation of foreign labour scheme" as an item that warrants special attention.  At a time when the unemployment rate is on the rise, it is surprising that the Government still plans to increase manpower to handle the importation of foreign workers and it is even estimated that the scheme will be expanded by importing 4 100 foreign workers in the next fiscal year, which is 1 948 more than the figure in 1997.  Such an erroneous calculation will definitely undermine the job opportunities of local workers.  I believe the economic environment was better in 1997 than in 1998.  Why does the Government set an additional quota for 1 948 foreign workers in the 1998 forecast then?  It defies understanding indeed.









	Regarding the strengthening of our port facilities and competitiveness in respect of freight transport, what the Government has already done is little but still it refuses to reflect on itself.  For example, issues pertaining to the improvement of parking of lorries and freight transport service have been included as important items many years ago.  This is because parking lots for lorries and containers have been inadequate for many years, resulting in the exorbitant fees charged by carpark operators, thus seriously undermining the development of the freight industry.  However, this year's Budget still fails to include this item for improvement.  On the contrary, among the various frozen charges, the Government still proposed to increase the duty rate of light diesel oil.  This will not only raise the operating cost, but also undermine the ability of our freight industry to compete with neighbouring regions.



	I object to the increase in the duty rate of diesel oil.  I have already given my reasons in detail in the committee scrutinizing the relevant bill.  Moreover, other Members will also speak on this issue.  Therefore, I will not dwell on this point here.



	I sincerely hope that the Government can really encourage itself to play the role of "people's public servants" and work hand in hand with the public to go through the difficult time together, so that the "Pearl of the Orient" can shine again and the living quality of the people be improved.  Thank you, Madam President. 





PRESIDENT (in Cantonese): Mr David CHU.





MR DAVID CHU: Madam President, this is the first budget from the Hong Kong Special Administrative Region Government.  It is a historical budget.  From the responses so far, it is clear that we have a very good start.  This Budget is more than an accounting statement.  It is a contract between the people and our Government.  I believe this is an excellent contract, a contract to bring us out of the current Asian financial crisis, and a contract to ensure a bright future for everyone in this community.



	Let me take this opportunity to comment on key elements of the Budget.



	First, it is a balanced budget, which means our reserve shall continue to be strong.  In the past, some of my colleagues had pressurized the Government into spending some of it.  In future, legislators will continue to ask for this.  We now know better because our relatively sound position in the current crisis has demonstrated the value of the reserve.  It is time for all of us to understand that the reserve is not money idling, doing nothing.  It is a necessary part of our financial structure, the foundation, to be exact.  The bigger the economy, the larger its foundation must be.



	Second, the Budget encourages socially responsible behaviour.  This is proven by the increased tax allowance for children to take care of their elderly parents and handicapped siblings.  In the long run, such a measure will build a stronger community.



	Third, the Budget stirs up compassion for the less fortunate.  Even when our economy is not doing quite as well as in the past, we are to allocate more resources for social welfare and give a more generous allowance for the elderly.  We will all benefit in the long run because compassion ennobles our society.



	Fourth, the Budget is a beacon for our future as we spend even more in education, technology, retraining and infrastructure.  Our youths, in whom so much will be invested, will be motivated to participate and contribute more fully in the community, thus providing the necessary energy for our future growth.



	Finally, I want to thank the Financial Secretary for an extraordinary budget for the extraordinary times we are in.  But before the accolade carries him away, I want to remind him that in the budget exercise, he took in the advice of the Provisional Legislative Council and many suggestions forwarded by the Hong Kong Progressive Alliance.  I hope this good practice can continue in the future.



	Madam President, I support the motion.





THE PRESIDENT'S DEPUTY, DR LEONG CHE-HUNG, took the Chair.







DEPUTY PRESIDENT (in Cantonese): Mr CHAN Wing-chan.





MR CHAN WING-CHAN (in Cantonese): Mr Deputy, we in the Provisional Legislative Council debate the first Budget from the Hong Kong Special Administrative Region (SAR) Government today.  Earlier on, quite a number of Members from the Hong Kong Federation of Trade Unions and the Democratic Alliance for Betterment of Hong Kong have already commented on the Budget presented by Mr Donald TSANG, the Financial Secretary.



	I would like to air a few opinions on the Budget on issues like tax concessions, giving more help to the elderly, freezing fees and charges and increasing duty on fuel.



	This is the first Budget since the establishment of the SAR.  Tieing in with the wishes of the general public, the Financial Secretary tries to solve social difficulties by introducing, in an exceptionally rare move, various tax concessions to the tune of $13.6 billion, the largest of all in our history.  



	Looking at the concession in Salaries Tax alone, the loss in revenue will be $8 million in the coming year and $56.8 million up to 2001-02.



	The sandwich class will benefit the most from the package of tax concession measures.  In the Budget of the new financial year, the basic personal allowance is only slightly raised by $8,000, that is, from $100,000 to $108,000.  It means that at the lower end, a single person will have to earn more than $9,000 a month to pay any tax at all, while a married couple with two children will need to earn more than $23,000 a month.  But at the upper end, a single person will need to earn more than $120,000 a month to pay Salaries Tax at the standard rate of 15%, while a married couple with two children would only have to earn more than $239,000 a month.  



	If one has to pay $101,000 of tax per year at present, after implementation of the tax concession measures in the new financial year, he will only have to pay about $73,000 of tax, thus saving more than $37,000.









	No wonder when I was dining in a restaurant a few days ago, a manager from that restaurant group said to me delightedly, " This Budget from the Financial Secretary is really not bad at all.  It can take care of the class that we belong, and indeed in all aspects.  I am now living with my parents and have to pay mortgage instalments recently.  The total amount of tax that I can save is at least $40,000 per year.  That means, I can have more flexibility in spending money."  I did not ask him how much he earned each month as this is a personal question and it is not proper to ask him about his income.  Nevertheless, judging from the delighted look of that manager in making those remarks, it is exactly true to say that the Financial Secretary is very much fond of the sandwich class.



	Turning to the low income group or the unemployed who are outside the tax net, they do not receive any direct assistance at all and the Budget has not catered for their needs.  As we all know, poor families simply do not have to pay tax on their meagre income.  In this regard, the Government should pay more attention and give due improvement to them.  Among the measures proposed in the Budget which will benefit the low income grassroots level directly is the freezing of various fees and charges.  This will indeed alleviate part of their burden.  The freeze on various charges like the fees charged by out-patient department of government hospitals, hospitalization charges, water tariffs and sewage charges is very much welcomed by us.



	When the Financial Secretary delivered his Budget speech in this Chamber on that day, he mentioned, "...as far as possible should not be adding to the costs of individuals or of businesses.  I am freezing most government fees and charges at their current levels with immediate effect..."  This point is indeed very much welcomed.  It is not surprising that signs of appreciation not loud enough to affect the Financial Secretary delivering his Budget speech were humming coincidentally among Members in this Chamber of the Provisional Legislative Council.  



	If it is not the first time, it is once in the blue moon that the Government proposes, on its own initiative, to freeze most government fees and charges, albeit only for one year.







	In regard to helping the elderly, I welcome the Government's proposal of increasing the allowance for a dependent parent or grandparent, as well as its concessions for single parents and disabled dependants, as these can encourage people to live with their aged or disabled family members while alleviating their financial burdens.  To increase the additional allowance for a dependent parent or grandparent living with a taxpayer by 275% will be a great help to those families observing the Chinese tradition of living with their aged family members.  It will also be beneficial and contributive to enhancing, to a certain extent, the harmony between society and family as well as the warmth inside the family.



	The other proposal that deserves our welcome is the reduction of the rate of Hotel Accommodation Tax from 5% to 3%.  The proposal of reducing the Air Passenger Departure Tax from $100 to $50 when the new airport opens on 6 July in order to stimulate the downbeat tourism is also welcomed by the public.



	Tourism is one of the main sources of income for the Hong Kong economy.  A blooming tourism industry will not only motivate development of other service industries like hotel, catering and retail industries as well as department stores, but will also bring businesses and employment opportunities to these industries.  Apart from the above two tax concessions, I recommend that the Government should consider allocating additional resources to helping the Hong Kong Tourist Association expand its international propaganda on Hong Kong as well as identify new tourist spots with a view to attracting more tourists and revitalizing tourism.



	Finally, I would like to air my views on the proposed increase in duty on fuel.  The Financial Secretary puts forward his proposal of increasing duty on fuel with a painstakingly thought-out reason of environmental protection.  We actually do understand his difficulties.  However, this year can be regarded as "a year of tax deduction".  No matter the proposal of increase in duty on fuel is put forward from the angle of "tax revenue" or "environmental protection", it is still groundless and unconvincing.



	Even if the duty on fuel is increased, will motorists and taxi drivers reduce their use of petrol and diesel, or even refuse to use them at all?  Definitely not.  The total tax concessions of the Government amount to as high as $13.6 billion this year and we can say that everyone has a share.  But it only seeks to increase the duty on fuel which will affect the livelihood as well as increase the burden of drivers in the transport industry, for example, taxi, minibus and lorry drivers.  With the presently downbeat economy, sluggish business and decreasing number of passengers, I know quite a number of taxi drivers who say that the recent situation is not very favourable to them, and that the increase in duty on fuel will indeed be an additional burden to them.  Therefore, this proposal is not fair to the various kinds of drivers mentioned above.



	I believe that the proposed increase in duty on fuel will be vetoed by Members of the Provisional Legislative Council, and this will make the applause to the Budget of the Financial Secretary even more sonorous.



	I would ask the Financial Secretary neither to be so mean as to insist on the merely $300-odd million of duty on fuel, nor to cut other tax concessions as an offset.  Mr Donald TSANG, a lot of people are watching you.



	Mr Deputy, this year's Budget was released just after the financial turmoil.  The economic downturn has led to serious unemployment and the situation is really difficult.  In order to relieve social hardships, various political parties have put forward numerous demands to the Financial Secretary who said that he had been facing considerable pressure.  This I can understand.  Before the release of the Budget, the Financial Secretary behaved very apathetic and asked the political parties as well as the public not to expect too much from it.  However, after the release of the Budget, he won great applause.  Certain political parties have even unprecedentedly given their first support to the Budget at the first instance.  We can thus see that the Financial Secretary is remarkably good and skilful at marketing and playing psychological games.



	What is more important is that the Financial Secretary, apart from being able to present a budget generally welcomed by the public (except the unemployed and the people affected by the increase in duty on fuel), is also able to work out a balanced budget with a surplus of $10.7 billion for the SAR Government, which is all the more desirable.  In this connection, I have to accord the Financial Secretary my first applause wholeheartedly.









	If the Financial Secretary can, in the future, show more concern for and solve the problems of the grassroots level, the low income group and the unemployed, and more importantly, if his Budget can motivate economic development, create more employment opportunities and solve the problem of unemployment, I will immediately give Mr Donald TSANG, the Financial Secretary, my second applause.



	Mr Deputy, if someone ask me to comment on the first Budget of the SAR Government, I will describe the Budget as follows: "Being able to give slight comfort to the public and generally welcomed, its approach of making concessions to gain advantages is wrapped up in a remarkable package."



	I do not intend to explain again the meaning of the above remark, though I would like to highlight one thing.  I reckon that if there is any "The Best Design and Package Award" organized by the community or the mass media, I suggest and strongly recommend that it should go to the 1998-99 Budget entitled "Riding Out the Storm, Renewing Hong Kong Strengths" of Mr Donald TSANG, the Financial Secretary.



	Mr Deputy, I so submit.  Thank you. 





DEPUTY PRESIDENT (in Cantonese): Mr Edward HO.





MR EDWARD HO (in Cantonese): Mr Deputy, since the end of October last year, the Hong Kong Special Administrative Region (SAR) has been shaken by the Asian financial turmoil.  As stated in the recently published Budget, Hong Kong has an extremely sound financial basis but it can still not avoid collateral damage.  The tourist industry, retails industry and the property market have been the hardest bit.



	There has been a steep fall in property prices and the prices of certain buildings might have fallen by almost 40% compared with their prices early last year.  We should not be astonished at such a sharp fall as the property prices have been inconceivably high earlier on and many people cannot afford to buy properties.  A downward adjustment in property prices is essential and the slackened economic situation in Asia only paced up the adjustment.



	To solve the housing problem, the Liberal Party has urged the Government time and again to stabilize land supply to meet housing demands.   We believe that if the Government has not excessively restrain the supply of land in the past, the market mechanism can help adjust the property prices to a reasonable level.  But very unfortunately, before the establishment of the SAR Government, our request was neglected.  Only now do we see that in the first policy address of the SAR delivered by the Chief Executive, Mr TUNG Chee-hwa, that he has pledged to provide more land and pace up infrastructure construction to supply housing and cope with other development.



	The Chief Executive proposes that 850 000 housing units will be built within 10 years and it is welcomed by the public.  Although the property prices have fallen substantially, inevitably arousing the concern of developers, the banking sector and even those who own properties, as it is forecast that the population of the SAR will keep on increasing, there will still be housing demands.  Therefore, we must ensure an adequate housing supply before we can keep the property market stable.  The Government should not delay carrying out the housing construction plan of the Chief Executive as a result of the recent economic slump.



	I am very concerned about the views recently expressed by the Chief Executive and the officials concerned regarding flexible land sales.  In private property development, the Government cannot ensure the volume of construction and the only thing it can do is to continue to steadily implement its land disposal programme.  Therefore, I think that there will be very little room for a downward adjustment in land provision.



	As regards public housing, the Government should in any case continue to implement the relevant scheme.  To achieve the target of an average supply of 50 000 housing flats a year, the Housing Authority and the public organizations concerned have to depend on the co-operation of the construction industry and various professional bodies, maintain adequate resources to meet the target of housing construction and ensure the quality of public housing units.



	Mr Deputy, in respect of the quality of public housing, the professional consultant appointment system recently adopted by the Housing Authority is really worrying.  The Housing Authority mainly considers the level of consultant fees in appointing professional consultants and gives less weight to their professional abilities, therefore, many professional bodies are extremely dissatisfied with this.  As the Hong Kong Institute of Architects has suggested to the Housing Authority, promoting the idea that consultants that charge the least will be appointed will give rise to adverse effects, and the Authority will ultimately receive low-level professional services to the detriment of the quality of public housing.



	Professional service charges should be determined on the basis of the costs and reasonable profits of the services to be provided.  To determine a reasonable level of professional service charges, I think that Members can refer to the professional service costs of two government departments.  For instance, we can carefully examine the professional service costs of the Housing Department and Architectural Services Department and then compare them with those of private professional consultants.  The Housing Department provides services to the Housing Authority while the Architectural Services Department provides services to other departments including the two Municipal Councils, and I have confidence in the service standards of these two Departments.  In examining the professional service costs of these two Departments, we should include the total salaries of professional and administrative staff, market rents and other expenses, work out the percentage taken up by the above out of the Government's building expenses and make public the total service costs so generated.  Then, we should compare such expenses with the private consultant charges to give the public an idea of a reasonable level of professional service charges.



	Besides services concerning building and engineering, many government departments provide the public with different services.  The problem with the service departments lies in the fact that the public cannot measure whether individual departments are operating in the most efficient way.  Therefore, I supported the establishment of an electrical and mechanical services trading fund before.  By August next year, this department will be competing with private firms and it will really be subject to a market test then.  I find this a good exercise.  The Housing Authority is studying how some services such as property management can be privatized and I welcome this initiative.  I propose that the Government should carry out a comprehensive study on various departments to find out what services can be privatized or at least set up a trading fund and make them observe financial discipline.  We know very clearly that the public is opposed to the "users pay" principle because users could not control and monitor the efficiency of government departments.





	Mr Deputy, the service industry occupies a decisive position in our economy and it accounted for 85% of our GDP last year.  Recently, I have organized a forum for discussions on this Budget and some members of the constituency (Architectural, Surveying and Planning functional constituency) I represented in the former Legislative Council asked me a question.  They asked what the Government had done and would do to help us professionals as we were important members of the service industry.  Frankly speaking, I could not give them an answer.  As we all know, with the development of telecommunications, foreign companies can easily send information in electronic form to Hong Kong.  Besides, foreign costs are lower than local costs, therefore, more and more foreign companies have taken charge of large-scale architectural projects or designs, and this is a unidirectional development.



	For local professionals, besides developing in the Mainland, they are not competitive at all in other places.  They are facing high costs and the protectionism practised by many regions which has greatly impeded their development in such regions.  Hong Kong is proud of being a free market but the Government seldom adopts measures to ensure that other markets are similarly open to local firms and it has not promoted our service industry overseas.  Even worse, just as in the example of the Housing Authority I have just given, the usual policy of the Government runs counter to the interests of local professions.



	From a macroscopic perspective, it seems that the Hong Kong Government has not worked out a strategy for the long-term development of Hong Kong.  For instance, as our economy depends on the development of the service industry and high value-added manufacturing industries while our neighbouring countries keep improving in terms of technologies and market scale, the Government should consider how it can maintain the competitiveness of Hong Kong in the long run.  Over the last 20 years, many factories have moved away from Hong Kong to other places with lower costs and more enormous human or land resources.  Today, we can see that certain members of our service industry, for example, paging services or support services such as accounts data handling have gradually moved northward to the Mainland or other low-cost regions.  While technologies and professional skills are gradually improved in the Mainland, the competitiveness of our service industry falls.  Therefore, the Government must work out a long-term plan to ensure that there is room for the continuous development of the service industry.





	Finally, I will spend the remaining few minutes on a few points.  The Financial Secretary mentions in the budget that the Buildings Department has relaxed requirements for windows in bathrooms.  In fact, since the Buildings Ordinance was passed in 1955, there has only been scrappy amendments throughout the years and many provisions no longer meet the needs of people in our living environment today. 



	The Buildings Ordinance mainly controls the size of urban buildings on the basis of plot ratio, that is "volume", but it is meaningless in controlling population density, and as a result, most Hong Kong people live in packed flats, the so-called "pigeon holes".  Years ago, the Town Planning Board reduced the volume of buildings in Kowloon, but there was only a reduction in volume but not population density, therefore, very small flats might be built.  As population density and the capital construction load may not necessarily be reduced, most people have to live in even worse living environment.  Therefore, I suggest that the Government should conduct an overall review of the Buildings Ordinance, with a view to meeting the needs of a moderm living environment.  I would also like to take this opportunity to urge the Government to speed up the drafting of the amendment bill on town planning for submission to the Legislative Council.



	The publication of the Budget coincides with the emergence of the Asian financial turmoil.  The Financial Secretary uses "Riding Out the Storm, Renewing Hong Kong Strengths" as the theme of the Budget which gives those with moderate income the most benefits to help them brave through the stormy sea and lead Hong Kong to tide over difficulties.  In fact, no budget can bring miraculous cure or rapidly revive our economy.  At this moment, the Government must put in more resources to train those who switch jobs and make efforts to help the unemployed look for work and those troubled by the economic slump tide over difficulties.



	Mr Deputy, in such a plight, we can very easily criticize any budget.  Many people think that the Financial Secretary should not insist that Hong Kong should have huge fiscal reserves to alleviate people's difficulties, but in the present economic slump, it is still commendable that the Government upholds a prudent fiscal principle.  With strong financial power, we can face various foreign challenges.  I agree with the Financial Secretary absolutely that if we wish to let international investors regain confidence in our economy, we must first have confidence in ourselves.  With our sound economic basis and the flexibility and adaptability of Hong Kong people, I have absolute confidence in our economic prospects and hope that Hong Kong people can remain confident and tide over difficulties together.

FINANCIAL SECRETARY (in Cantonese): Mr Deputy, I noticed that a quorum has been absent for quite a long time.





DEPUTY PRESIDENT (in Cantonese): Would the Clerk please make a head count?





DEPUTY PRESIDENT (in Cantonese): Since a quorum is absent, would the Clerk please summon Members back to the Chamber.





6.30 pm



Meeting suspended.





6.34 pm



Council then resumed.





THE PRESIDENT resumed the Chair.





PRESIDENT (in Cantonese): A quorum is now formed.  Mr HUI Yin-fat.





MR HUI YIN-FAT (in Cantonese): Madam President, first of all, I would like to thank the Financial Secretary for asking to suspend the meeting because 10 more Members have now come back to listen to my speech.



	At the moment, Hong Kong is facing an unprecedented economic challenge.  As it is estimated that the economic growth will slacken next year, receipts from taxes levied on economic activities will definitely decrease.  Therefore, were it not for Hong Kong's hugh reserves, the Financial Secretary would not have been able to propose a series of tax relief measures to alleviate the people's tax burden.  For this reason, I basically agree that the first Budget prepared by the Financial Secretary for the Special Administrative Region is generally accepted by the public.  But as far as social workers are concerned, the Budget is not one we should be pleased with.



	I believe it is the proposed Salaries Tax relief that is most welcome by the "wage-earners".  I also welcome the Government's proposal to raise the single parent allowance to the same level as the basic allowance.  In so doing, the Government has responded to the request made by the social welfare sector over the past years by identifying with the fact that the family responsibility to be taken up by a single parent is not lighter than that in other families.  As a result of this, a single parent is given fair treatment he or she fully deserves.



	I also welcome the Government's proposal to raise the dependent parent/grandparent allowance substantially.  This will serve a positive meaning in encouraging family members to take care of the elderly.  Although the Government may conduct surprise random checks to crack down on taxpayers abusing the dependent parent/grandparent allowance, I consider this deterring practice too passive.  In fact, in raising the dependent parent/grandparent allowance, the Government should also take the initiative to take concrete action by instilling into the general public the correct family moral in the course of promoting civic education.



	Apart from these, I would like to raise particularly the issue pertaining to the offering of tax concessions to the handicapped.  Although I welcome the Government's proposal to raise the disabled dependant allowance substantially by 140% from $25,000 to $60,000, I wonder whether the Financial Secretary has ever thought of or even known some handicapped taxpayers.



	After the Financial Secretary has announced his Budget, I received a letter from Dr Stevenson FUNG of the Department of Physics of the University of Hong Kong. Being a blind scholar, Dr FUNG pointed out that most western countries have directly provided handicapped people with tax exemption long time ago, instead of indirectly offering disabled dependants with tax exemption.  Dr FUNG indicated that he had a feeling of being insulted now that the Government has failed to provide direct allowance to handicapped people who have the means to support themselves.

	In fact, supplementary employment services are now provided by both the Social Welfare Department and subsidized non-governmental organizations to help strengthen the working ability of the handicapped and encourage them to support themselves instead of being taken care of on a permanent basis.  In my opinion, the Government has, on the one hand, attached importance to rehabilitation service but, on the other, failed to provide handicapped people with Salaries Tax allowance.  In doing so, the Government is in fact going against the established rehabilitation policy.  Considering the fact that the daily expenses by the handicapped are greater than what are required of ordinary people, I therefore hope that the Financial Secretary can seriously consider the opinions raised by me and take concrete measures to provide handicapped taxpayers with Salaries Tax allowance in the 1999-2000 Budget.



	Madam President, among the various tax relief measures, I believe the only item that can benefit all people is the proposal of reducing the Rates percentage charge by a half percentage point.  But as far as the 60%-plus working population outside the tax net as well as the low income group are concerned, the Budget has failed to bring them any substantial benefits.  Moreover, it has failed to alleviate the difficulties they are now having in the face of the economic depression and threats of retrenchment.



	Just as I said during the debate on the Comprehensive Social Security Assistance (CSSA) Scheme by this Council last week, that people of the lower strata have been made to face the economic depression is because the Government has failed to formulate a set of comprehensive manpower policies to resist the challenges bearing down on the community as a result of our economic restructuring and the financial turmoil.  This has subsequently made the number of non-skilled workers rise constantly while their incomes are constantly on the drop.  Once they lose their jobs, it will be difficult for them to find a new job again.  In addition, the Budget has failed to offer any concrete proposals for improving the manpower resource and training strategies.  Therefore, not a single tax relief measure is able to solve the plight of the people of the lower strata.









	I just cannot help doubting that the Budget which, in the Financial Secretary's words, aims at "riding out the storm" is only targeted at those taxpayers who make up only a small proportion of the population for the Budget has focused on Salaries Tax and Profits Tax relief only.   It is only the people of the upper and middle stratum who are being benefited and whose difficulties are being eased.  It can well be said that the Budget is tailor-made for "the rich".



	In order to tide the upper- and middle-class people over, the Government even "tightens its belt".  But for the social welfare services that come into most contact with the people of the lower strata, the Government still adopts an extremely mean attitude and ignore the fact that economic depression have resulted in an increasing demand for social welfare services.  Some of these services has failed to get improvement and there even appears a phenomenon of going backwards, demonstrating the fact that the Budget is actually "not taking good care of the people".



	Madam President, recurrent funding for social welfare for the coming year is $23.57 billion.  Although the 14.4% or so increase, which is $2.96 billion more than the funding for 1997-98, seems to be quite substantial, $2.15 billion out of the $2.96 billion allocation will be spent on social security.  In other words, funding for social welfare services will only increase by $0.81 billion, with an item originally belonging to the scope of medical policy to be deducted as well.  This will mean that nearly $0.2 billion transferred to under social welfare spending will be used for constructing a nursing home for the Department of Health.  In that case, the actual growth for social welfare services will be 3.8% only.  Such a growth rate is actually impossible to meet the public's needs. 



	Among the various social welfare spendings, it is estimated that the spending on CSSA for the elderly and old age allowance will exceed $11 billion in 1997-98, representing more than 45% of the overall social welfare expenditure.  In my opinion, this hugh expenditure is actually caused by the fact that the Government has all long been reluctant to launch a comprehensive retirement protection scheme.  As a result, over hundreds of thousands of poor elderly people have to totally rely on CSSA to sustain their basic living.  It is absolutely out of the question that the Government affirms their past contributions to Hong Kong society.



	As we all know, the Mandatory Provident Fund Scheme will not produce an effect in the next two decades.  Therefore, the annual government spending on CSSA for the elderly and old age allowance will definitely continue to rise.  In order to effectively help retirees or retirees-to-be spend their twilight years happily and, at the same time, relieve the pressure of the elderly population on social welfare expenditure, the only way left for the Government is to launch the Old Age Pension Scheme expeditiously.  Otherwise, spending on CSSA for the elderly and old age allowance will go on expanding indefinitely.



	Madam President, owing to insufficient allocation, many social welfare services suffer from serious inadequacy.  Let me cite rehabilitation homes as an example.  There are now nearly 5 000 people who are still waiting for various kinds of rehabilitation homes, with the waiting time for homes for the mentally disabled even exceeding five years.  However, the number of places offered by new homes in the coming year is only 180.  As for homes for the aged, although an additional 2 621 places will be provided in the coming year, I dare not cherish any hope that the Government's arrangement can help shorten the waiting time for the relevant services given that nearly 20 000 elderly people are now on the waiting list.



	On family services, during a debate held in this Council on the "transitional Budget", I criticized that what the Government had done was far from adequate.  As far as the progress of recruiting additional social workers to deal with family cases is concerned, the Government is still reluctant to move forward.  It is regrettable that the Government will move backward instead of moving forward in the coming year.  As a result, the ratio of each social worker to the number of family cases will move backward from 1 : 73 last year to 1 : 78, which is even farther behind the short-term objective of 1 : 65 as undertaken by the Government.



	As our society is faced with structural changes as well as changes in the economic environment, family problems have become increasingly complicated.  Obviously, the Government has a poor sense of hardship.  If it still refuses to address the difficulties and pressure faced by families in Hong Kong by increasing manpower resources for family services, our family problems will only keep on deteriorating.  The Government can indeed hardly pass the buck for the frequent incidence of family tragedies.





	Madam President, in order to prevent government expenditure from failing to meet and satisfy the public demands for social welfare service as a result of the impact of the economic environment, the social welfare sector asked the Government publicly early last month to allocate an additional $3.4 billion as development funds for social welfare services for the next five years.  This will ensure that services undertaken by the Government will not be further delayed.



	Nevertheless, I received a reply from the Chief Executive's Office a few days ago, firmly refusing the suggestion made by the social welfare sector with a superficial reason.  This is indeed very disappointing.  I am aware that at a meeting to be held in this Council on 1 April, Mr Eric LI will move a motion debate on a "social welfare services development fund".  I will then explain to Honourable colleagues in detail the proposal made by the social welfare sector and I hope that Members will lend me their support.



	Madam President, I so submit.  





PRESIDENT (in Cantonese): Mr CHIM Pui-chung.





MR CHIM PUI-CHUNG (in Cantonese): Madam President, on 18 February when the Financial Secretary delivered the 1998-98 Budget to this Council, 12 Executive Council Members, 18 bureau secretaries and 60 Provisional Legislative Council Members were present.  Today, as a result of the Financial Secretary's efforts, 30 Provisional Council Members are present in this Chamber.  



     Madam President, I wish to start from the 0.05% reduction of stocks stamp duty proposed by the Financial Secretary on 18 February, and then extend my discussions to our recent financial crisis.  The reason why I want to mention the stamp duty first is that since we are after all supposed to hold a debate on the Budget, my comments may well be considered as irrelevant if they do not touch upon the Budget, at least at the start.  



     Madam President, all of us are well aware of the impact produced by the recent financial turmoil in Asia.  So, I would like to take this opportunity to discuss how this financial turmoil has affected our Budget and future financial services.  The Special Administrative Region (SAR) Government has been making strong and repeated references to the status of Hong Kong as a financial centre.  In other words, we can say that the SAR Government actually prides on Hong Kong's status as a financial centre, and this has also formed the major direction of the Financial Secretary's plans for our future.  But much to our regrets, the recent financial turmoil has dealt a blow to this status of Hong Kong, in particular to our financial services and the operations of stocks brokers.  I served as a Member of the former Legislative Council for as many as six years, and I have been serving as a Provisional Council Member for one year already.  I will also compete in the upcoming election of the first Legislative Council of the SAR (though I hope that I will have more rivals in this election).  So, as an experienced legislator, I must say that we must seek to understand that stocks brokers are actually immensely significant to Hong Kong.



     I have one great worry.  No doubt, the sovereignty over Hong Kong has been transferred smoothly.  But there is a real possibility that a different type of colony may emerge in Hong Kong after the sovereignty transfer.  By "a different type of colony", I mean that our financial services may fall under the control of large-scale international stock brokers and funds.  There is no doubt that we all Hong Kong to become more open and international in its financial services.  But this certainly does not mean that we should allow outsiders to spoil our home.  We must look at several issues.  I am convinced that the relevant government officials have also noted these issues.  But they have so far failed to take any measures to tackle them.  What I wish to point out is that Hong Kong must tide in with the future development of China.  That is why we must have a large spot market.  That being the case, I want to ask this question: Should we exercise supervision over derivatives, warrants and even over-the-counter transactions?  My point in asking this question is that we must not allow people to do damage to Hong Kong under the beautiful disguises of liberalization and arbitrage.



     Madam President, when the Hong Kong Securities Clearing Company Limited was founded, I already made the proposal that investors should be allowed to hold independent accounts of their own.  Since investors cannot hold any independent accounts of their own now, they are forced to put their stocks and shares under the care of stock brokers.  That is the reason why so many problems have occurred during the withdrawal process.  Of course, I understand that the measure will be implemented in May.  But it is already three years late.







 

	The recent stocks incident actually led to a stocks-run which, however, went unnoticed.  Those who are not involved in the stocks field may not have noticed this stocks-run.  On the day when the incident erupted, the Chairman of the Securities and Futures Commissioner (SFC) was almost forced to make a clarification because he had disclosed that another 18 stock brokers were also in trouble.  My response to this is that since he had already said that another 18 brokers were also in trouble, he should go one step further by identifying them.  That way, investors would be able to know the names of these brokers.  If the names of these 18 brokers were announced only after they had made improvements, all the problems would have been avoided.  Since the Chairman of the SFC had referred to these 18 brokers without disclosing their names, all the 500 or so brokers in Hong Kong would be suspected of being one of these 18 brokers.  The effect of this is very much like the consequence of criticizing one unidentified Provisional Council Member for his or her wrong-doings.  If the Member being criticized is not identified, only the President will not be suspected, and all the rest of the 59 Members will be suspected. (Laughter) The conduct of the SFC Chairman has been most irresponsible; or, this may as well be an oversight on the part of him.  Whatever the case may be, the Financial Secretary should still ask him what his intention was.  The SFC Chairman must bear in mind that though he may be very hardworking, he must still be very careful in his words, because what he says will inevitably produce some effects on people.



     Let me now talk about the investors' demand for compensation in this incident.  We know that the people of Hong Kong have always been making many large and important investments.  But many investors are simply not  tough enough to rush at government departments or stage any demonstrations.  Does this then mean that they should not be entitled to any compensation?  I suppose this is really a question which we must consider very carefully.  Basically, the trend now is to encourage people to "take to the streets", for if they do not do so, they will never be able to get anything.  Such a trend will certainly pose very great challenges to the authority of the Special Administrative Region (SAR) Government.  As far as I know, each member of the stocks exchange is in fact backed up by a compensation fund of $8 million.  So, the Government should first use this $8 million for paying compensation, and it should try to find other solutions only when this sum of money is insufficient.  However, in the recent incident, the Government made a very hasty decision: apart from using the $8 million fund, it also required the stocks exchange and the SFC to pay compensation.  This is tantamount to giving additional encouragement to those who want to "take to the streets".  I am thus afraid that people will "take to the streets" much more easily than before.  There are already some people who regard "taking to the streets" as the only expression of democratic aspirations.  But I must say that this kind of attitude is actually an insult to law-abiding citizens.     



     Following the stock crash in 1987, $2 billion was used to pay compensation, and some $80 million was left.  The Financial Secretary should first of all consider the idea of using this $80 million to pay stock holders and other people in need of compensation.  I personally think that we must consider many factors.  If we neglect the code of practice, if we make hasty decisions to pay compensation, and if we immediately hasten to increase the amounts of compensation when people rush at government departments, we will be doing injustice to those law-abiding and non-aggressive brokers.  For those brokers who are extremely aggressive and who want to expand the scale of their business, they of course deserve the return of huge profits.  But they must bear in mind that in Hong Kong, once they run into any troubles, they must bear the consequences themselves.  They should not count on others to bear the consequences of their business failure.  And, in fact, this is a question which we must consider in very great depths.  



     Madam President, I also wish to take this opportunity to urge the Hong Kong Government not to discriminate against local brokers.  Last year, the stamp duty collected by the Government amounted to $11.2 billion.  This $11.2 billion was no windfall; it was the result of the hard work of those working in the stocks business.  No doubt, the primary concern of brokers is their own business and profits.  But by working hard for their own interests, they do contribute indirectly to the Government's stamp duty revenue.



     Some brokers are hungry for business, and they now have to wind up their business or face immense difficulties.  So I hope that the SAR Government can remember that even before the merger which led to the establishment of the existing stock exchange, the Government simply did not give any special attention to stock brokers.  This lack of attention is similar to the case of professionals mentioned by the Honourable Edward HO a moment ago.  But the Government must not regard local brokers as a source of hindrance.  In fact, the losses and damage they can cause are not as great as the Government has imagined.  I know that two brokers were convicted because they embezzled the stocks of their clients.  But their conduct has not caused any substantial damage to the entire trade.  Then, if we look at the Government's attempts to attract large international stock brokers to Hong Kong, we may ask, "As far as the recent incident is concerned, what consequences have such attempts brought about?"  The answers are social disturbances and the need for the Government to allocate funds for paying compensation.  I hope that the Government can learn a lesson from this incident.  And, I hope that having learnt a lesson, it will realize that the existence of firms of varying sizes in a certain trade is not so much a problem.  What is most important is that all these firms must operate in strict accordance with the relevant laws.  I am sure that the Government will hasten to deny the existence of such a policy.  But let me say that this policy is actually a legacy of the past, and for this reason, the Financial Secretary needs not to be held absolutely responsible for it.  That said, I must add that the matter is now entirely within his scope of responsibilities.  I maintain that in order to bring about better developments in the future, we must seek to revise any practices which are unreasonable and in need of changes. 



     Madam President, let me now turn to the linked exchange rate.  The Hong Kong dollar is now pegged to the greenback.  It is fortunate that the United States Government has made improvements to its financial policies in recent years.  But let us not forget that the greenback is, at this moment, the most debt-burdened currency in the world.  I personally think the so-called financial turmoil in Asia this time around is in essence also a financial battle.  Many people may not buy my viewpoint.  But this is my personal belief, and this also illustrates the merits of our freedom of speech.  We must not keep on arguing who are in the right and who are in the wrong.  I am absolutely against such a kind of behaviour.  I am also against what the Chief Secretary for Administration has said recently.  What she has said is just her personal opinion.  I maintain that every one of us should enjoy his or her own freedom, and we should not keep on arguing who are in the right and who are in the wrong.  This is the valuable essence of the freedom of speech enjoyed by us in Hong Kong.  I hope that we will all express our own opinions without accusing one another.







     Let me come back to the linked exchange rate.  Hong Kong possesses very strong fiscal reserves.  If not, even the Americans will not favour the link.  This can be shown by Indonesia's failed attempt to peg with the greenback.  Are they not attracted by our strong fiscal reserves of US$ 96 billion?  What is so bad with the idea of pegging the Hong Kong dollar with the Pound Sterling, or even the Reminbi after it has become an international legal tender?  So, we should really stopping thinking that the greenback is a panacea, for this is simply not the case in reality.  Over the years, the greenback has depreciated a great deal.  I strongly support the linked exchange rate, and I will support it until the day when the Government decides to conduct a review.  Actually, I think that the dollar peg can be reviewed at any time.  But, at this stage, we must not tamper with it because it is the index of Hong Kong's political and financial stability.



     Of course, apart from the dollar peg, the Hong Kong Monetary Authority (HKMA) must also pay attention to the operations of the banking system.  It is a very great pity that the attacks on 23 and 24 October have left an indelible mark on the local banking sector.  But let the bygones be bygones.  I hope that having gained an understanding of all the related issues, the Financial Secretary can make Hong Kong better prepared for any future troubles.  I hope that he will not simply think that Hong Kong has already survived the crisis.  We must realize that all wars, financial and economic, will hover around different places all the time.  Whether they will erupt again in any one place will depend on the strengths and power of the place in question.  So, if we can remain strong all the time, we will be able to avoid such warfare forever.  That way, we will be able to make yet further progress.



     Madam President, it is of course very important that the Budget should look at our entire financial structure, so as to ensure the stability of our Government's revenue.  In terms of economic structure, Hong Kong has already embarked on the path of economic restructuring.  The emphasis of our economy now has most definitely shifted from the manufacturing industries to the services industries.  But what services can we provide to others?  Some colleagues have referred to the creation of more scenic and tourist spots.  This should be considered among other things.  Of course, we should not think that one single government department will be able to deal with all the details involved.  I am convinced that in the future, the economy of Hong Kong will be based primarily on the services industries such as financial services, telecommunications services and transport services.  Our neighbouring places, cities and countries have already started to compete with us in these areas.  So, we must bear in mind that if we want to succeed, we must keep up our efforts.



     Madam President, it is only natural that even the best Budget will still come under criticisms from various quarters.  This is especially true at this particular moment when Hong Kong starts to practise party politics.  Once politics are involved, differences in opinions are bound to emerge.  If that is not the case, who would bother to elect us as legislators?  This is only natural.  I can say that this Budget is excellent.  Why?  It is because on the day when the Budget was announced, the plummeting property market was immediately stabilized.  Prior to the announcement of the Budget, many property developers planned to dump their housing units at low prices.  However, following the announcement of the Budget, the property market immediately stopped plummeting.  The Government must admit that it has been adhering to a policy of high land prices.  So, this time around, if property prices continue to fall by 20% or 30%, many local banks will receive a very heavy blow.  We are convinced that the Financial Secretary, other bureau secretaries and even Executive Council Members are well aware of the situation, and they will all join hands to tackle the problem.  For these reasons, let us not think that the Financial Secretary is really such a great man who is prepared to offer concessions to the middle classes or other classes.  Basically, any government with a sense of responsibility should agree that all properties, all money and all resources should belong to the people.  So what is so special about putting some money back into their pockets?  



     Our citizens should also remember that we must have confidence in our government at any time.  We must support our leadership before we can surmount the many crises and difficulties which hit us so frequently.  Arbitrary and ill-intentioned criticisms are all together inappropriate and unwarranted.  The fact is that if a government refuses to accept constructive advice and opinions, it will become an irresponsible government.  Incidentally, let me also say how I personally feel about this motion debate.  I find the motion debate today most boring.  I hope that tomorrow, my colleagues will come to this debate with more brilliant remarks, so as to work for the betterment of Hong Kong.  Thank you.        





PRESIDENT (in Cantonese): Dr LAW Cheung-kwok.





DR LAW CHEUNG-KWOK (in Cantonese): Madam President, the Budget presented by the Financial Secretary is the first budget prepared by the Hong Kong Special Administrative Region (SAR) Government after our reunification with China, therefore, it is of paramount historic significance.



	This Budget, which is produced in the midst of the financial turmoil of the Asian-Pacific Region and the economic downturn of Hong Kong, faces many external and internal constraints and a lot more problems.  Its prime objective is to restore the confidence of the Hong Kong people and that the international community towards Hong Kong.



	The tax concessions offered in this year's Budget is a break away from the normal practice.  In order to substantially improve the tax liability position of the middle-class families, the Government reduces the marginal tax rates from 20% to 17% and introduces a tax deduction of $100,000 for "self-occupied property mortgage interest payments".  These are the results of the endeavours of the Hong Kong Association for Democracy and People's Livelihood (HKADPL) and the community at large during the past years, and it has made our tax regime fairer.



	Furthermore, the Government has introduced a fair to substantial increase to a range of Salaries Tax allowances which include allowances for dependent parent and grandparent and disabled dependant, as well as deduction for training expenses.  These measures not only promote the value of family, but also encourage people to advance their study and further enhance their professional knowledge.



	As regards Profits Tax, the Government reduces the existing rate of 16.5% by half percentage point and expands the scope of tax deductions for capital expenditure on research and development. In addition, suitable concessions are made to various issues and taxes which include double taxation, fund management, professional reinsurance, hotel business, depreciation allowance for commercial buildings, investment on machinery by the manufacturing industries, ad valorem capital duty of companies registered in Hong Kong, stamp duty on stock transactions, Hotel Accommodation Tax, Air Passenger Departure Tax and Rates.  Under our present tax regime, our tax rate is on the low side.  The above measures will apparently further improve the business environment and competitiveness of Hong Kong.  Hong Kong's economy is now facing a downturn. Under such circumstances, it is a miracle that while the SAR Government reduces its tax revenue by $13.6 billion, a surplus of $10.7 billion can still be maintained.



	However, I think it is a bit optimistic to expect our economy to have a growth of 3.5%.  When our economy faces a larger setback in the future, the government revenue will be less than that anticipated in the Budget.  In the past, when we faced a shrunken economy, as in the case of 1994, the Government would intentionally or unintentionally defer spending on capital investment.  I am very much worried about this year's situation.  Investment in infrastructure is very important to the long-term development of Hong Kong.  The Government should not defer such projects offhand.  In fact, the Government should expedite long-term planning so that cost-effecitve infrastructure projects can be commenced as soon as possible.



	In the Budget, the Government unprecedentedly presents a fairly detailed analysis on the purposes and levels of our fiscal reserves.  Amid the financial turmoil of the Asian-Pacific Region and the economic downturn of Hong Kong, it is timely for the Financial Secretary to face such issues.  He thinks that our reserves hold three purposes: (1) operating requirement of public finance; (2) contingency requirement, and (3) monetary requirement.



	Based on the above benchmarks, the Government at present has already had a fiscal reserve of about $440 billion.  I think such an amount can meet the need of having "desirable fiscal reserves".



	The Government's reserves are the wealth of the people.  We strongly urge the Government to manage and use them effectively and efficiently.  Although the benchmarks stated by the Government are open to discussion, they are an important starting point and can be used as the basis for future rational debates.  The HKADPL is of the view that maintaining only one year's government current expenditure, which at present amounts to about $200 billion, is sufficient to satisfy the three purposes mentioned by the Financial Secretary.







	The three purposes mentioned by the Financial Secretary are not mutually exclusive and they may not co-exist; therefore, it is not necessary to have three separate reserves to fulfil such requirements.



	I do not intend to argue this point with the Financial Secretary here.  I would like to urge him to hold an academic symposium on this issue as soon as possible so that a conclusion will be reached after seminar discussions.



	Under the present fiscal reserves policy, we cannot tap our reserves no matter whether our economy is strong or otherwise.  In other words, once our wealth goes into the Government's "pocket", it can never be retrieved.  This huge artificial obstacle impedes the improvement of various social policies which affect our people's livelihood, and thus it is an inappropriate financial policy.



	This year's total expenditure has seen an increase of 5.7% in real terms, of which the "Home Starter Loan Scheme" amounts to $18 billion and the Quality Education Fund $5 billion.  If we deduct these two special items from the total expenditure, this year's actual growth in expenditure may be below 3%.  This is really on a very low side.



	In addition, the Government also admitted that the past arrangement of placing our reserves with the Exchange Fund and making a fixed rate of return of about 5% which could not keep pace with inflation was improper.  The Government decided, with effect from 1 April, the return would be linked to that achieved by the entire Exchange Fund.  The HKADPL thinks that this is a proper decision.  As the HKMA recently has planned to raise long-term capital at a fixed rate of 8%, I think the HKMA should promise to provide a long-term return of not less than 8% for the reserves placed under its management.



	The HKADPL has come to the view that the Financial Secretary should take note of the following five aspects in formulating future financial policies: 



	(1)	drawing up a fair tax regime;



	(2)	in view of our substantial surplus, infrastructure projects should be planned on the basis of anticipated long-term needs and the Government should take a positive leading role;





	(3)	in formulating policies, the Government should study in detail the effect of distribution incurred by them. The "Home Starter Loan Scheme" and "Quality Education Fund" introduced this year, which are supported by the HKADPL, may only subsidize the middle-class families. They cannot provide timely assistance to those really in need.  I would like to urge the Government once again that when it formulates new policies, it should also take into account the interests of the grassroots;



	(4)	under capitalism, unemployment is a problem of an individual  rather than of the government.  In times of economic recession, the Government apparently has the responsibility to improve our economic competitiveness, provide training for our workers, eliminate the causes of structural unemployment and arrange to provide sufficient transitional assistance to the unemployed;



	(5)	lastly, under the principle of "one country, two systems", it is  important for Hong Kong to continue adopting capitalism and promoting capitalist superiority.  As far as I observe, some economic policies implemented by the SAR Government after the reunification have an overtone of planned economy.  The Government should be on the alert and keep this under review.



		Thank you, madam President.





PRESIDENT (in Cantonese): Mr Eric LI.





MR ERIC LI (in Cantonese): 



The fine drizzle of spring dispelling all the chill of winter



     With the moist and misty weather in recent days, one cannot possibly see anything afar even when one is standing on the highest hill-top.  This can be used metaphorically to describe the economic conditions under which the Financial Secretary was to announce his 1998-99 Budget.  This is also very much similar to the feelings of the common masses.



     Under these circumstances, when the Financial Secretary made clear his intention in what is to become his most famous quotation: "I will not seek to win any momentary applause at the expense of taxpayers' hard-earned money", the community's expectation concerning the Budget immediately plummeted to the lowest level.



    Then came the two-hour delivery of the Budget.  Although only some "minor" tax concessions were announced, the entire elated audience were led to feel that "the fine drizzle of spring has dispelled all the chill of winter".  And, when thundering applause reverberated in the community, all started to conjure up the picture of " a warm spring after a chilly winter" and " an azure sky after misty rains".



Soldiers running out of ammunitions not to be blamed for the defeat



     The unexpected but pleasant surprises brought about by the Budget have acted like a booster to our people's moral and perseverance.  They have also imparted a strong and unambiguous message to the international community: Hong Kong will not only remain firmly-footed in the financial turmoil, but will also be able to ride out the storm and renew its strengths.  Unlike its neighbours, Hong Kong will become all the more conspicuous as a financial centre with a strong foundation and many valuable assets.



     Upon close analysis, we can discern a number of elements which have enabled Hong Kong to give such a message to the world: (1) The Government's strict adherence to its principle of public expenditure; (2) prospects of sustained growth as a result of a strong economy; (3) rich revenue from taxation; and (4) rich fiscal reserves to the envy of the world.



     In regard to the Government's adherence to its principle of public expenditure, the Financial Secretary is honest in saying that he has done all he can to stimulate the economy.  As laid down in the Budget, our public expenditure in the 1998-99 financial year will represent 19.3% of our Gross Domestic Product (GDP), which is a record-high percentage in the history of Hong Kong.  In regard to the rate of increase, there will be an increase of 18% in monetary terms and an increase of 11.2% in real terms.  The rate of increase in real terms is far higher than the Medium Range Forecast (MRF) of 5%.  In addition, the Budget also forecasts that over the next three years, the rates of growth for public expenditure will be drastically reduced: a slight increase of 1.2% in real terms for 1999-2000; 3.6% for 2000-01; and 3% for 2001-02.



     In fact, over the past 10 months, the Financial Secretary has already used up all the "ammunitions" at his disposal in trying to enable the SAR Government to prepare a policy address which looks after the needs of the people.  So, as should be expected, the generous offers which he made in the Budget at the beginning of this year have failed to give any further surprises to the community.  But while the community may not appreciate the good intentions behind the expenditure part of the Budget, the Financial Secretary should not be blamed.



Making early preparations to cope with the uncertainties of economic growth



     When I commented on the policy address in October, I doubted whether we could still maintain a growth rate of 5% as predicted by the MRF in the wake of the financial turmoil.  The Budget has made a very detailed analysis on the this forecast.  In particular, it has adjusted the growth for 1998 downward to the more conservative level of 3.5%, in line with the forecasts made by local economists.  I must say that this is a very pragmatic attitude.  However, I still feel that the Budget is a bit too optimistic because it has based our revenue projections for the next three years on the assumption that we can maintain an average growth of 5% in real terms.  This is indeed a very optimistic growth rate, and I just wonder whether the revenue projections based on it can at all be realized in the future.  So, we must look at this carefully, and the Government should also carry out regular reviews to monitor the situation.  Perhaps, the Financial Secretary himself is very optimistic about the speed of our economic recovery.  But the Chief Executive said in Europe yesterday that according to the Government's estimations, the economy of Hong Kong would begin to recover slowly only after a year or so.  If that is true, the Government should tell us more about these estimations when it gives its reply later.  If the economy of Hong Kong fails to recover quickly because of the persistent effects of exeternal factors, I would very much like to know if there are any contingency measures.  For example, will the Government consider, as a matter of priority, the idea of lifting the freeze on government fees and charges?  Or, will the Government give up the reduction in Rates, which in any case is supposed to last for one year only?  Or, will the Government adopt any measures to cut down its long-term financial commitments and maintain a balanced revenue-expenditure portfolio, so as to tell the people and investors that the tax concessions offered will not be short-lived?



Demanding slightly less from taxpayers to win the community's acclaim



     Among all the Budget proposals, tax concessions have no doubt won the most acclaim for the Financial Secretary, and the applause, to be very certain, has not been won "at the expense of taxpayers' hard-earned money".  The reason is that these tax concessions do not draw on taxpayers' money already paid to the Government.  So, how can there be a question of winning applause by using the hard-earned money paid by taxpayers?  



     The community's positive responses can aptly prove the validity of the belief which I have been advocating in this Chamber over the years.  Let me repeat what I said last year: "Next year will be a very opportune time for us to carry out a comprehensive review on Government expenditure".  The truth of what I said last year can be proved by the circumstances now, because (1) the Government now has huge fiscal reserves as back-up; (2) all political uncertainties have been removed; and (3) there are new sources of revenue such as Government rents applicable to the New Territories, extra proceeds from land sales and the capital returns following the inauguration of the new airport.  So, the recurrent revenue of the Government will not only be plentiful, but will also be over-abundant.  Simply by "demanding slightly less" from taxpayers this year, the Financial Secretary has succeeded in winning a "thundering applause" without having to hand out large sums of taxpayers' money to cater for the insatiable demands of politicians.  This shows that a prudent financial management policy and the people's good will are not necessarily mutually exclusive.  Provided that we can manage our finances well, we will manage to have both.



     With respect to the revenue part of the Budget, I will give a detailed analysis when I talk about the enhancement of our competitiveness a moment later.  But, in the meantime, let me first discuss the question of a reasonable level of fiscal reserves.      







Maintaining reasonable levels of reserves and returning wealth to the people according to our ability



     About half of the speech which I delivered on the Budget last year was devoted to a discussion on what I thought should be the reasonable levels of surpluses and reserves.  The Financial Secretary undertook then to my delight that he would dwell on this issue in detail in the next Budget.  When I spoke on the policy address this year, I referred to the Government's ceaseless attempts to amass fiscal reserves, asking the Chief Executive whether there was any specific government policy on the accumulation of reserves.  I also asked him a question on the ultimate aim of such a policy ─ whether it is based on amassing reserves for its own sake or on returning wealth to the people.  This year's Budget has given some valuable insights on this particular area.



     Last year, I proposed explicitly that an amount equivalent to one year's government expenditure should be put aside as reserves.  The rest of the money should be ploughed back to the community in the form of a fund.



     In his Budget this year, the Financial Secretary explains that there are three purposes for which reserves should be kept.  He adds that taking the operating and contingency requirements together, an amount equivalent to exactly one year's expenditure should be put aside as reserves.  This is just the same as my proposal last year.  Responses to this proposed level do vary, and some do indeed think that this is rather conservative.  However, academics in general and the industrial and commercial sector are quite agreeable to it.  This shows that the people of Hong Kong have basically accepted such a prudent approach to financial management.  As regards the third purpose, that is, the monetary requirement, the Financial Secretary has decided to adopt the Hong Kong dollar money supply under the M1 definition as the benchmark, with a range of plus or minus 25% of M1.  I consider this benchmark is indeed open to questions and discussions.  



     I can fully appreciate that at times when the Hong Kong dollar is under attack, as has been the case recently, our financial managers, in particular the Hong Kong Monetary Authority (HKMA), will certainly feel much more confident if they have huge funds at their disposal ─ if they can deal with currency speculators by buying and selling in large lots.  However, if we thus theorize that huge reserves will always be able to maintain the people's confidence and the stability of the dollar peg, economists will certainly question our scientific and economic wisdom.  The reason is that such a theory has only a thin veneer of truth, and is at best apparently convincing only.  If the Financial Secretary is simply making use of the monetary requirement as a short-term measure to foster the people's confidence at this difficult moment, we may still, though very much reluctantly, accept his viewpoint; after all, we will still need time for preparation even if we want to use our huge reserves.  But if he intends to use this as justification for keeping huge reserves in the long run, he will be dismissed by international investors and the community as being too passive in attitude.



     Let me just use some examples to illustrate that the monetary market and the financial conditions of a government are actually two different concepts and that they belong to two different systems.  Fluctuations in the monetary market are unavoidable, and there is absolutely no way for any government to interfere endlessly with its fiscal reserves.



     (1)	The United States, Britain and many strong powers of the western world have been in the red year after year.  But they do not fear any financial turmoil.



     (2)   Japan ranks first in the world in terms of fiscal reserves.  But the Yen has still plummeted by nearly 20% recently.



     (3)   The Hong Kong Government possesses huge reserves, and it has repeatedly warned overseas speculators against any rash attacks on the Hong Kong dollar.  But it has failed to escape the fate of repeated attacks.



     These examples show that to those investors who know their business well enough, the reserves owned by a certain place are simply not a factor of any significance.  It is a great waste if we allow billions of public funds to sit about in idleness and this will also increase the social costs of the dollar peg.



     I am convinced that there will be room for the SAR Government to return wealth to the people, and it also has the ability to do so.  In particular, our huge reserves can actually provide a very strong back-up at a time when the Strategic Development Committee chaired by the Chief Executive has already started to plan the orientations of our future development.  I think that the most progressive way of using our fiscal reserves will be to spend money on the policies required to bring in a new era.  For example, we may use our reserves to enhance our competitiveness, to seek a co-ordinating role in the Mainland's development and to strengthen our resistance to outside attacks on our economy.  And, I must say that these investments can also serve the best interests of our economy as a whole.  



Rationalization of government bureaucracy and separation of political and economic powers



     Strictly speaking, the assets owned by the Government far exceed $400 billion.  It has also made huge investments in housing property (such as those currently being developed and put on sale by the Government Property Agency), the new airport, railway systems, the mortgage securities corporation and so on.  In addition, a number of government departments are operating as trading funds.  All these investments can in fact create wealth for the community.  So it is only natural that we should also be concerned about how the Government's management of these investments will increase their capacity to add value.  



     At the briefing session following the announcement of the Budget, I expressed my concern about the fact that at this time of economic downturn, the Government is still trying to gradually expand the civil service establishment instead of trying to reduce its size.  In response, the Financial Secretary replied that he had required those departments operating under the "user pays principle" to freeze their fees and charges.  I think that this can no doubt provide the right remedy.  However, if we look at the Mainland, we will see that they are right  now making very determined efforts to reform the government machinery.  Mainland government departments are now demanded to "separate economic powers and political powers" and to streamline their structures as a means of enhancing their efficiency to meet the challenges of further opening and keener market competition.  In view of this, Hong Kong should really draw a lesson  from their enterprise and scale of reforms, and refrain from feeling complacent about the minor achievements it has made in the area of efficiency improvement.



     Over the past decade or so, things have been running very smoothly for Hong Kong.  For this reason, the Government has, for many years, never experienced any financial hardship, nor has it drawn up any "slimming" programmes either.  This may have made some government departments complacent.  Even in the case of those government departments which have switched to operate on trading funds, such as the Electrical and Mechanical Services Department, their progress of improvements have been rather slow, as evidenced by the fact that their fees and charges are still way above market levels.  Hong Kong is now facing an economic downturn and a sluggishness of economic activities.  So all kinds of businesses are doing their best to cut down their expenses and control their costs, in order to maintain or even enhance their competitiveness.  In view of this, can we say that the government departments or trading funds which have to compete in the services market are a bit complacent?



     For next year, the increase in expenditure estimate in real terms will just be 1.2%.  So, the issue of enhancing the efficiency of public sector organizations will become very important. 



     "Riding out the Storm and Renewing Hong Kong Strengths" should not be the sole concern to the Financial Secretary.  All government departments which provide services to the public should have a role to play.  All these departments must make positive attempts to lower their costs and raise their efficiency, so as to achieve the target of this very slogan. 



     I recommend that the Efficiency Unit and the Finance Bureau should join hands to study the rationalization and costs reduction measures adopted by private business organizations recently.  On the basis of the findings, they should then offer advice and clearly measurable indicators to those government departments rendering services to the public.  That way, we can ensure that the service standards of these departments can always keep pace with market conditions and achieve value for money.  



Setting our eyes on the world



     Apart from the Mainland, which is making determined efforts of reforms, other Southeast Asian countries are also implementing many innovations.  They are all capitalizing on their low exchange rates and striving to increase their competitiveness.  So Hong Kong will not have too much breathing space.



     Faced with international competition, the Financial Secretary has made many innovative proposals this year.  By proposing to lower the Profits Tax and introducing various tax concessions and market liberalization, the Financial Secretary aims to enhance the competitiveness and investment-friendly environment of the major industries in Hong Kong, namely, the financial industry, the tourism industry and the telecommunications industry.  He has also proposed to continue our investments in the physical infrastructure, so as to improve our transport facilities.  All these measures are mild and appropriately targeted, and are able to boost the market without tampering with it artificially.  The Financial Secretary has also accepted the 27 tax reform recommendations made by the Hong Kong Society of Accountants.  So, I would say that this year's Budget is perfect.



     Booklets on the merits of Hong Kong's profits tax regime will be published and distributed through the overseas offices of the Hong Kong SAR Government.  The profits tax principle based on places of origin is set down explicitly, and leaflets will be produced.  The Government will also provide advance ruling service on the source of profits.  Moreover, shortly after the reunification, the Government has managed to draw up a double taxation agreement with the Mainland, and it has done so with a positive attitude, speed and favourable terms for Hong Kong.  This will dispel the nightmare which has been haunting mainland and Hong Kong businessmen for many years.  All these are the long-awaited measures of the accountanony profession.



     Under such a favourable situation, I should like to offer one more piece of advice to the Financial Secretary on behalf of the accountancy profession.  We have noted from the Report on the Review of Profits Tax that the Government views that the existing tax relief for losses is already very generous.  But the accountancy profession still strongly hopes that the Financial Secretary will consider the idea of introducing group relief, or allow business losses to be carried forward for set-off against profits earned over the previous two years.  



     Such tax concessions are not found in other Southeast Asian countries, which is why they will certainly bring out the comparative merits of Hong Kong's tax regime.  What is more, no taxpayers would want to make any "short-term" losses in times of economic downturn.  That being the case, to those profits taxpayers who are under temporary difficulties and who have made long-time contributions, it will serve to give them some timely assistance if we can return the tax money paid by them or the other companies in their groups over the past two years.  This is very much in line with the principle of "returning wealth to the people".  I hope the Financial Secretary will consider this idea.  











Phoenix in the new era



     Hong Kong is full of vigour and vitality, and dreads no challenges.  The only thing it fears is the missing of opportunities.  Short-term economic fluctuations are no cause for panic.  Instead, we can make use of this opportunity to:

	(1) 	curb speculative activities and remove the "windfall" mentality associated with them;



	(2) 	enhance our risks management and remedy the defects of our systems;



     (3) 	capitalize on the reduction in costs and strive to steamline public sector organizations and raise their efficiency; and



     (4)	cool down inflation.



	We are fully capable of autonomy, and we should have the confidence to meet challenges.  We hope that we can become the phoenix of the 21st century, and soar to even higher heights.





PRESIDENT (in Cantonese): Mr Eric LI, your time is up.  Please stop.  Mrs Peggy LAM.     





MRS PEGGY LAM (in Cantonese): Madam President, the 1998-99 Budget announced by the Financial Secretary on 18 February is the first Budget drawn up by the Hong Kong Special Administrative Region (SAR).  In order that the interests of all strata can be taken care of, the Administration has at its best included in the Budget various tax concessions as well as the temporary freezing of fees and charges for one year and the reduction of Rates, so that all members of the public can be benefited.  As a result of the adjustments to the marginal tax bands of salary tax, the middle income class which suffers the most in the financial turmoil benefits more.  Since the various relief measures benefit the public in general and have served to achieve the aim of "taking from the public, returning to the public", the Budget has been widely welcomed by all sectors and the media, and has won a great round of applause.



	Under the influence of the financial turmoil, the economy of Hong Kong is has been thrown into a rare difficult situation.  Under such complex circumstances, the principle of prudent financial management is still strictly upheld in the first Budget of the SAR Government.  The Administration has to pursue the new policy programmes laid down by the Chief Executive and implement the massive investment plans which will continuously help to enhance the SAR's competitiveness.  In the meantime, the Administration also has to take into consideration the demands and needs of the community.  Moreover, we have to insist on living within our means and maintaining huge fiscal reserves so as to strengthen public confidence and that of the international community in Hong Kong.  The new Budget has basically succeeded in striking a balance between these two aspects and can thus be termed a budget of high degree of difficulty that is well-framed.



	Regarding the details of the Budget, I very much support the following measures and would like to make a few comments.



	I have been a legislator for quite a number of years.  Every year when I spoke during the Budget debate, I pointed out that the Government should provide tax concessions for mortgage interest payments for first-time home buyers so as to help the majority of the sandwich class.  During the debate on 23 March 1995 of the former Legislative Council, I also suggested that the then Financial Secretary should substantially increase the allowance for dependent parents and grandparents to $30,000 as an incentive for children to take care of their parents.  Nevertheless, the Government failed to make any commitment.



	I find it encouraging that the SAR Government has finally taken heed of my demands and accepted my suggestions in this first Budget.  These include:



	1.		Tax concession for home mortgage interest payments.  With this new concession, owners of self-occupied properties can apply for tax reduction of a maximum of $100,000 per year per property for home mortgage interest payments.  However, having this concession for only five years is too short.  Instead, the actual term of the mortgage should be used as a reference.  It is only in this way that the Government can really help the middle and lower income class and encourage the public to aspire to home ownership.







	2.		Allowance for dependent elderly.  The Government proposes to increases the additional allowance for dependent parents and grandparents by 275% from $8,000 to $30,000.  Moreover, it also encourages children to live with the elderly by increasing the allowance to $60,000.  This is in line with the "promotion of filial piety" as proposed by the Chief Executive, Mr TUNG Chee-hwa, bearing out as a reinforcement for the traditional Chinese virtue of supporting one's parents which is almost being forgotten.



		We should note that although the lowering of rates slightly from 5% to 4.5% proposed by the Budget is insufficient, it does have a relieving effect.  Apart from extending direct benefit to the public, the freezing of all Government fees and charges has more importantly expressed the Government's determination to overcome difficulties with the public.  This somehow serves as a drive for the public.



	Nonetheless, I think improvements can be made to the Budget in five areas: 



	1.		The Budget fails to provide sufficient support for high technology industries (high value-added industries in particular).  Although the Chief Executive, Mr TUNG Chee-hwa, has revealed in his first policy address the decision to stimulate new technology industries, in view of the fact that Hong Kong's high technology industries have for a long time received no support and thus lack a foundation, the Government should boost investment in this area and even provide resources for training the various talents.  This is very important as it has a bearing on the strategic industries which will affect Hong Kong's   long-term development and prosperity.



	In the meantime, I also hope that the SAR Government will accelerate the implementation of the various measures contained in the Budget, such as the building of the science park and the Industry Department's pilot credit guarantee scheme for the manufacturing industry and companies in the service industry.



	2.		Insufficient support for the low income group.  Judging from the package of tax concessions contained in the Budget, apart from the freezing of government fees and charges, none of the tax concessions serve to provide direct benefit for the low income group.   Although the raising of allowance for taking care of dependent parents, grandparents and disabled family members can no doubt directly or indirectly assist the elderly, the disabled and their families, those with only a low income but have to take care of their elderly and disabled family members can in no way be benefited.  The Government should therefore make the best use of its huge reserves to stimulate the economy and create job opportunities in order to provide services for the low income group and the unemployed.



	3.		Work towards lowering costs to attract investors.  Profits Tax in Hong Kong is in fact very low already but competitors in Southeast Asia are offering different kinds of tax concessions to attract investors.  Moreover, the currencies of neighbouring countries have seen quite a large degree of depreciation.  Thus, apart from lowering Profits Tax, the Government should also help investors cut their costs in order to attract them to Hong Kong.  For example, the Government should keep watch of market condition and take appropriate measures to regulate and stabilize the property market so as to ensure a healthy development for the market.  It should also invest heavily to develop infrastructural facilities and improve the investment environment.  Boosting industrial development is another measure which will ensure that Hong Kong's economy can, in the long run, sustain a healthy development in a comparatively stable environment.



	4.	 Throughout the years, the Government has accumulated huge reserves of over $440 billion.  In his Budget, the Financial Secretary said that seven funds will be set up.  To my disappointment however, a fund for women development is not one of them.  The Hong Kong Federation of Women ("the Federation") has suggested to the Government several times that a fund for women development should be set up to support women development and services.  At present, there is no policy in place for women.  However, since the Federation's meeting with Mr TUNG Chee-hwa and Mr Gordon SIU last year, we are glad to see that the Chief Executive mentioned in his first policy address that attention will be given to women.  He has also openly recognized women's contribution to society in the past.  This is something we women find encouraging.  Last Sunday, 8 March, is a great day for women.  The Secretary for Home Affairs of the SAR Government, Mr David LAN, had for the first time taken the initiative to hold an activity to mark the international women's day and the Chief Secretary for Administration also attended as an officiating guest.  This is another piece of proof that the Government attaches great importance to women, and it has come as a great encouragement for us.







	In 1992, I moved a motion in the former Legislative Council asking the Government to bring in the United Nation's Convention on the Elimination of All Forms of Discrimination against Women as soon as possible.  This won the support of the whole Council.  The Government did not let us down and tabled the bill on equal opportunities in 1995.  The bill forbidding sexual discrimination was passed and sexual equality finally became guaranteed by law.  Nevertheless, many women issues are still outstanding and these include ways to help women get out of poverty, family problems associated with single parent, wife abuse, integration of newly arrived women into the local community, retraining for unemployed women and health problems exclusive to women and so on.  The Government has promised that attention will be given to women and all these issues deserve attention.  The resolution of the above issues requires the concerted efforts of the Government, voluntary organizations and women organizations.  The present arrangement of relying solely on women organizations to provide services for the underprivileged women through private fund-raising is not sufficient.  Due to the lack of funds, they cannot carry out in full what they can otherwise do, such as launching promotion drives, providing education and practical services.  Families can benefit if there can be less women problems and there will be tranquillity to society if women can live and work in peace and contentment.  Hence, on behalf of women who represent half of Hong Kong's population, I earnestly urge the Government to reconsider our suggestion of setting up a fund for women development.



	5.		As regards the increase in fuel duty, despite the fact that I was the founding chairman of the Environmental Campaign Committee and have been promoting environmental protection in the past eight years, the Financial Secretary's decision to increase fuel duty on the pretext of environmental protection does not seem justified.  At this present stage, modes of public transport, such as public light buses, taxis and lorries, have no alternative fuel to switch to.  Since there are no alternatives for them, the increase in fuel duty can in no way be conducive to environmental protection.  With the economic downturn Hong Kong is now experiencing, the livelihood of drivers is already very difficult.  To further increase their burden is simply unfair.  I therefore hope that the Financial Secretary will reconsider the issue and give up the idea of including the $300 million from fuel duty in the surplus.  I have said that the Financial Secretary has prepared a very good and balanced budget this year, but I think that a balanced budget should be one in which revenue and expenditure balance one another, requiring no surplus.  Since the Financial Secretary still has an 2% surplus, that is $10.7 billion, the $300 million really is not a significant amount compared with the $10.7 billion.  Forgoing it, there is still $10.4 billion.  I hope that the Financial Secretary can show mercy and lift the increase in fuel duty.  This will be a great favour to the people and will surely win greater applause.



	Lastly, I hope that the first Budget of the SAR Government can achieve the aim of harmonizing the interests of all strata of the Hong Kong community and realize the objective of "Riding Out the Storm, Renewing Hong Kong Strengths".  Then, the confidence of the public will be strengthened and they will work together to tide over the difficulties and bring about an early recovery of our economy.



	With these remarks, Madam President, I support the motion.





PRESIDENT (in Cantonese): Dr TSO WONG Man-yin.





DR TSO WONG MAN-YIN (in Cantonese): Madam President, I am going to speak on the Budget in respect of education, human resources and environmental protection.



	Education is the most important investment in manpower of society, the greatest backing for the continuous development of our economy and the best way in which people can improve their qualities and competitiveness.  Therefore, a responsible government should naturally bear responsibility for education.  In the year 1998-99, the Hong Kong Special Administrative Region (SAR) Government will put $53.2 billion into education, accounting for 18.4% of the public expenditure of the Government.  In terms of amount and rate of increase, although it may not be "unrepeatable", it can be described as an "unprecedented" budget.  In view of expenditure allocation, the Budget spends $18 billion on higher education and $35 billion on basic education, about twice that spent on higher education.  Such a proportion can be described as appropriate and it shows that the imbalance in funding for edcuation in the past will be rectified.  The Hong Kong Progressive Alliance (HKPA) welcomes and supports the SAR Government's commitment to making the said arrangement in funding education.







	On the whole, the budgeted estimates for the coming year are satisfactory in terms of quantity, allocation and the scope covered.  In Hong Kong, family and youth problems are becoming more and more serious.  Although huge sums will be spent on education as stated in the Budget, the number of school social workers in secondary schools will only increase by 14 while there will only be 46 additional student counselling teachers in primary schools.  Not only does this run contrary to the provision of "one social worker for each school" long fought for by the education sector, it also fails to reasonably respond to the requests of school social workers concerning reducing the ratio of students to social workers and lessening their workload, let alone catching up with the ever-increasing demands.  Yesterday, there were two incidents of students committing suicide as they were perturbed by their school work.  They made people doubt whether there is sufficient emotional counselling for students.  Therefore, in view of quantity and actual needs, the rate of increase in the provision of social workers and counselling teachers is disappointing.



	Besides, in order to promote information technology education, the Government will spend around $2.6 billion in the next four years, and almost $1.5 billion will be appropriated next year.   The HKPA considers that, for information technology education to achieve good results, good teacher training is indispensable.  Many surveys and interviews have shown that teachers are very concerned about whether they can get adequate training.  It is a pity that out of the $1.5 billion funding for the coming year, a large portion will be used for installing additional hardware and reconstructing school buildings, and only around $70 million will be used for training teachers and providing support services, accounting for merely 5% of the total expenditure.  Merely looking at the proportion of allocation, it really makes people doubt whether there is enough training for teachers.  To further improve the quality of teachers, the Administration has to increase the proportion of training resources and appropriate resources for establishing supporting mechanisms such as subsidizing teachers in purchasing computer equipment and teaching softwares as well as subsidizing non-governmental bodies in establishing on-line teaching resources centres and so on.



	Finally, as I just said, education is the best way to improve people's quality and competitiveness.  We are having an economic slump and many companies are dismissing staff, even though employees are fortunately not dismissed, they have to pursue further studies to make themselves more desirable for remaining in office.  Among those dismissed or who almost become unemployed, many are the middle class who have high academic qualifications and accumulated many years of working experience.  For them, the existing training support measures cannot cater for their needs at all.  Although the Government will increase the tax allowances for expenditure on further studies in the coming year, for people who cannot afford the expensive expenses on further studies, tax allowances are totally meaningless.  Therefore, the Government should establish a further study loan fund as soon as possible to assist the middle class in pursuing further studies and improving their quality.  This can not only express the concern of the SAR Government for the middle class but also further develop and improve our human resources, making preparations for revitalizing our economy.



	Madam President, if education expenditure is satisfactory, then the expenditure on environmental protection must be the most disappointing.  Taking an overview of the expenditure in various aspects, there is a fairly good rate of increase in areas like housing and education, but what about the expenditure on environmental protection?  With an 14.9% negative growth in this particular area next year, the Government impresses us that it is favouring one area at the expense of another.



	In the policy address, the Chief Executive has pledged to take immediate steps to address water and air quality problems, and to reduce waste, as well as stressing the importance of environmental protection to economic development and to attracting people with talents.  However, in view of the budgeted estimate alone, people cannot help wondering whether the Government has adequate resources to honour this pledge.  In explaining why there will be a negative growth in the relevant expenditure, the Administration pointed out that the recurrent expenditure on environmental protection next year actually has an 5.1% growth in real terms.  However, as several large-scale environmental protection projects will be completed one after another without any new projects coming on-stream, there will be a negative growth in the total expenditure on environmental protection.



	Although the Administration has said that there will actually be an 5.1% real growth, if we take a closer look, we will find that this is an increase in the ledger account.  Out of this 5.1% growth, a large portion will be used on sewage treatment.  Therefore, some 1 000 posts are created in the Drainage Service Department, but 982 of them will be filled by staff transferred back from the office of the Sewage Services Trading Fund which will soon be closed.  In fact, the increase in expenditure on sewage treatment is mostly handed from the left hand to the right and is just an increase in ledger account, not the real growth as described by the Government.



	On the other hand, as no large-scale environmental project will be launched, a decrease in the total expenditure is both reasonable and justified.  However, does the absence of any new initiatives mean that the officials concerned are already at their wits' ends in respect of improving our environment, therefore, they are not making big moves in regard to environmental protection?  As the Chief Executive said when he touched upon the avian flu incident, our environmental sanitation is worsening and there are many problems that have to be solved urgently.  The wanton attacks of cholera these days have sounded the alarm that the quality of our environmental sanitation is declining.  Therefore, in addition to established policies, the Administration can launch many other policies for improving our environment in the light of the current situation.  For instance, it can put more resources on environmental protection education and promote environmental protection with promoting green culture as a start.  Moreover, the Administration can set up an environmental protection ecological conservation fund and make annual allocations for acquiring natural resources in private land lots of special ecological value.  The above examples are only one or two examples of how money which should be spent is not spent.  On the other hand, in respect of treating nuclear waste (radioactive waste), the Administration is spending money which should not be spent.  In Hong Kong, only about    one cu m of nuclear waste is produced every year and it is absolutely not necessary to spend $50 million to $60 million on building a storage facility.  Tender has not yet been invited for the facility but the Government will first have to spend some $10 billion on the early-stage work, very much like getting a punishment before being granted audience before the court.  Other big cities in the world have entrusted other regions with the disposal of their urban nuclear waste for them.  To the north of the Daya Bay, an urban radioactive waste storage in the Guangdong Province which conforms to international standards will be built within a year.  I really do not understand why the Administration does not follow the example of other big cities and entrust the Guangdong Province with treating our nuclear waste for us?  If the officials concerned cannot come up with new ideas but stick to their old ways instead, I am afraid that our environmental problems can hardly be properly solved, not to mention a reasonable allocation of our resources.



	Finally, on the whole, the expenditure on environmental protection in the coming year accounts for only 2.2% of the overall public expenditure.  Generally speaking, in developed countries, the expenditure on environmental protection account for 1.5% to 5% of public expenditure.  Hong Kong is a developed region, and if we compare the rate of our expenditure on environmental protection to that of other developed regions, the resources committed by the SAR Government to environmental protection is on the low side.  Although spending a lot of money does not necessarily mean good results, our work on environmental protection can hardly be effective, given the limited resources undermined by wrong matching.  We have to know that environmental protection and education are long-term social investments to be rewarded by sustainable growth of our economy and continuous improvement of our quality of life.  I hope that the Administration will at least carry out a feasibility study on the specific suggestions made above.  If they are found feasible, I ask the Government to adopt them as soon as possible.



	With these remarks, I support the Budget.





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





MR NGAN KAM-CHUEN	(in Cantonese): Madam President, although it cannot be said that the first Budget of the Special Administrative Region (SAR) newly published in the wake of the financial turmoil benefits all people, we can see that the Financial Secretary, Mr Donald TSANG, has tried his best to ride out the storm while upholding prudent fiscal management principles.  However, it is still inadequate in some aspects and the Democratic Alliance for Betterment of Hong Kong (DAB) hopes that the Government can uphold the spirit of "riding out the storm" and lead Hong Kong people in their continuous fight in adversities to build up a better tomorrow.





Cutting Rates by 40%, Returning Wealth to People



	Last July, the Provisional Legislative Council approved my motion asking the SAR Government to expeditiously cut Rates by 40% to keep wealth with the people.  However, the Budget has not looked squarely at my request and overlooked the common views of the grassroots.  It has only made a nominal half percentage point cut in Rates effective for one year.  In fact, the SAR Government has abundant fiscal surplus and its revenue from Government rent is a new tax base.  In addition, there are other public expenditure savings such as garrison expenses and expenses on dealing with the Vietnamese migrant problem.  So the SAR Government can absolutely maintain sufficient fiscal reserves.  Therefore, compared with other tax reduction measures such as reducing Salaries Taxes and Profits Taxes, cutting Rates will not undermine the financial stability of the Government and it can benefit more people.



	In the Budget, the Financial Secretary emphasizes that if the Rates percentage charge is reduced by more than 0.5 percentage point, there may be problems with the fundings to the Regional Council.  This has obviously confused causality.  Cutting Rates is a macroscopic policy which realizes the return of wealth to people.  When the Government implements such a macroscopic policy, it has the responsibility of adopting appropriate coupling measures to ensure the provision of existing public services, especially when the services of the Regional Council ensure the environmental sanitation of and provide cultural and recreational activities to 3 million people in its area.  Actually, when the rate percentage charge was 3%, the general rates revenue collected by the Government from the Regional Council area was adequate to cover the revenue difference of the Regional Council and it did not need to tap other general revenue of the Government.  Therefore, the Government has adequate resources to promote the continuous upgrading of the service level of the Regional Council.



	Riding out the storm cannot be achieved by insignificant tax reductions alone.  We sincerely hope that the SAR Government will substantially reduce Rates to effectively alleviate the financial burden of the public.







Asking for a Freeze in Fuel Tax, Tiding over Difficulties with People



	The DAB has opposed the increase in fuel tax on diesel oil by the Government in the past two years for the reason that it would increase the operational expense of the public light bus and taxi trades and the ultimate victims will be the general public.  Now that the Financial Secretary has stressed that the spirit of the Budget is to "ride out the storm", the Government should carry it through and freeze fuel tax, so that the general "employees", especially those working in the transport industry do not have to shoulder heavier burdens at this time of an economic slump.  Recently, some drivers taxis complained to me that their monthly expenditure on fuel will increase by some $100 after the increase in fuel tax and their daily real income will dwindle.



	The Financial Secretary emphasizes that light diesel oil duty is increased for the benefit of environmental protection.  Why does the Government not similarly increase unleaded petrol duty?  As a result, there is still a gap between the duties on leaded and unleaded petrol.  If the Government wishes to encourage more vehicle owners to switch to unleaded petrol, it should reduce unleaded petrol duty but not increase it for inflation.  Moreover, the structure of light buses and taxis make it hard for them to switch to other fuels that meet the requirements of environmental protection.  Besides, increasing diesel oil duty may even urge more drivers to use "marked oil" illegally, directly increasing the workload of the Customs.  At the Special Finance Committee meeting of the Provisional Legislative Council earlier, the Secretary for the Treasury, Mr KWONG Ki-chi, said that the measure for increasing fuel tax by 6% might give rise to more smuggling of diesel oil and illegal use of duty-not-paid fuel.  Therefore, we will need more manpower to carry out investigation and prosecution.  Why does the Government prefer using public money to carry out subsequent remedies to freezing fuel tax during an economic slump to benefit more people?



	As to the view expressed by the Financial Secretary, Mr Donald TSANG, last evening that if the Provisional Legislative Council does not support an increase in fuel tax he will withdraw some tax concessions, the DAB finds that this view smacks of threatening Provisional Legislative Council Members.  If the Financial Secretary has sufficient reasons for increasing taxes, he should lobby Members with such reasons instead of acting like children playing in a sandpit, getting angry once he is unhappy.  Should a responsible government official act like this?  Moreover, Provisional Legislative Council Members are responsible for controlling public expenditure.  We are not "rubber stamps" that support whatever the Government submits.  The Government cannot take no notice of the public's requests and Members, as representatives of public opinions, cannot be so irresponsible.



Improving the Linked Exchange Rate System



	In the past two weeks, when the market was looking forward to a cut in bank interests, Hong Kong dollar interbank rates did not fall but rise as there were fluctuations in the currencies within the region again, and the hope that the prime rate would fall was still far from being realized.  The operation of industrial and commercial enterprises and the daily life of the public are still under the pressure of high interests.



	The Financial Secretary could not help but admit in the Budget that he was not able to predict when the sun would shine again after the rain.   The question of how long will the high interest rate maintain still depends on when the economic situation in the region will stabilize.  However, putting all the blame on external factors instead of reviewing the deficiencies of our monetary system is not a practical and realistic approach.



	Undeniably, the linked exchange rate is an index of confidence in Hong Kong's prosperity and stability but the system does not rely on the direct interference of the Monetary Authority to stabilize exchange rates.  The SAR Government should quickly establish a large scale US dollar telegraphic transfer arbitrage market mechanism to reinstate the one-tier Hong Kong dollar settlement system to a two-tier one, set up a foreign exchange fund repurchase market, intensify market supervision, perfect the advance warning system as well as review the practice of using 7.75 as the first line of defence.  Furthermore, it should intensify the co-ordination with banks and increase the transparency of the the Monetary Authority in exercising its discretionary powers, so as to give full play to the automatic adjustment functions of the currency board mechanism and mitigate foreign blows on Hong Kong dollars.





Improving Building Management, Letting People Live in Contentment



	A well-managed building gives people a safe and comfortable living environment.  Many recent accidents caused by poor management of buildings have aroused the concern of the Chief Executive, Mr TUNG Chee-hwa, who even suggested that the establishment of Owners' Corporations should be made compulsory.  It sounds as though setting up Owners' Corporations can solve all management problems.  Undeniably, setting up Owners' Corporations can really help manage buildings but they are not omnipotent.  Even though buildings have already established Owners' Corporations, if they cannot function effectively, they exist in name only.  For instance, the Garley Building blaze which happened in November 1996, the Sun Hing Building in Mong Kok which was ordered by the court to make huge compensation as well as the On Hing Building in Kwun Tong in which a fire recently broke out, already have Owners' Corporations but they could not effectively manage such buildings.  Therefore, the DAB not only asks the Government to actively assist owners in setting up Owners' Corporations but also enhance support for the effective operation of Owners' Corporations.



	Information shows that among some 50 000 to 60 000 private buildings in Hong Kong, only 4 800 buildings have Owners' Corporations, and the Home Affairs Department intends to assist the establishment of only 200 Owners' Corporations in 1998-99.  At such a snail's pace, the assistance comes too slow and it will be of litte help to the tens of thousands of buildings which have yet to establish Owners' Corporations.  Furthermore, along with a surge of public housing units for sale, there will be increasing demands for the establishment of Owners' Corporations.  The DAB hopes that the Government can employ more Liaison Officers to give more actual support to Owners' Corporations so that they can operate effectively.



	As to the Building Management Resources Centres deemed by officials of the Home Affairs Department as a "panacea", the DAB is of the view that, one to two centres established at the initial stage will not be enough and it will not help solve problems.  For Building Management Resources Centres to effectively assist owners and Owners' Corporations in solving management problems, the DAB urges the Government to establish more such centres as soon as possible.  In the long run, the Government should appoint such full-time professionals as lawyers, accountants and property management consultants to allow such centres to have longer opening hours for the convenience of Owners' Corporations in need and the more comprehensive operation of Owners' Corporations.



Enhancing Building Safety, Lifting Living Standards



	At present, there are some 50 000 private buildings in Hong Kong, among which 50% are more than 20 years old.  Most buildings are not regularly checked and maintained and they endanger the public's safety.  In addition to being out of repairs for a long time, these buildings have illegal structures.  Last year, the numbers of complaint cases received by the Buildings Department regarding illegal structures and dangerous signboards in buildings were 12 200 and 350 respectively.



	In dealing with illegal structures on buildings, the Buildings Department plans to create 10 posts this financial year to ensure that 2 000 canopies and additional structures with potential dangers can be dealt with every year.  The DAB finds that such a progress is totally insufficient to solve the problem of illegal structures of buildings.  Let us imagine, there are thousands of illegal structures while only 2 000 can be handled each year, I wonder when this problem can be completely solved.  As to the view expressed by the Secretary for Planning, Environment and Lands, Mr Bowen LEUNG, that the problem of illegal structures has to be solved through the Urban Reconstruction and Building Safety Inspection Scheme in addition to demolitions made by the owners concerned, the DAB considers that the Government is shirking responsibilities.  The Urban Reconstruction Board as proposed by the Government will only be established next year at the earliest while it is not known when the much-discussed Compulsory Building Safety Inspection Scheme will be launched.  If the Government still wants to solve the problem of illegal structures through these two schemes, it seems somewhat impractical.  The DAB urges the Government to solve the problem of illegal structures soon to ensure that the public will not be subject to unexpected calamities.



	In promoting building safety, the DAB supports the compulsory building inspection scheme.  To facilitate the smooth launch of the scheme, the DAB urges the Government to be responsible for the first stage building inspection work to keep the number of owners to be affected to the minimum.  We think that the Government should notify owners to take follow-up actions after problems have been detected during the initial inspection as this can reduce the degree of disturbance of the Building Inspection Scheme to people and let owners save some building inspection expenses.



Improving Northwest New Territories Traffic



	Along with the commissioning of the new airport at Chek Lap Kok this July, the future traffic centre in Hong Kong will move to the west and the residents in the Northwest New Territories now tortured by traffic jams should be able to have a breathing spell.  Tuen Mun is a new town, and as a result of the inadequate planning of the former Hong Kong British Administration, residents are troubled by traffic jams every day.  However, as the Route 3 (Country Park Section) is expected to be completed by June this year, it will provide the Northwest New Territories with another high-speed highway linking it with the urban area.  Besides, the construction of the West Rail has been scheduled and is expected to be completed by 2003.  Looking ahead, the traffic condition in the Northwest New Territories should be further improved.  The DAB expects the Government to properly supervise the work progress of the West Rail to make sure that it can be completed on schedule, in order not to make residents in the Northwest New Territories keep looking forward with eager expectancy.



	The Government plans to invest $185 billion in roads and railways in the next five to 10 years, of which the West Rail and the Route 10 connecting North Lantau Island and Yuen Long will directly affect residents in the Northwest New Territories.  Moreover, a transport network that radiates in all directions will contribute to the development of the huge land resources in the Northwest New Territories and Lantau Island.  The DAB considers that the transport plans of a far-sighted government should not only cope with transport needs but also large-scale housing construction schemes.  Besides, it should also dovetail with the transport development of the Mainland, in order to ensure that Hong Kong can meet the challenges of the 21st century.



	Madam President, I so submit.







PRESIDENT (in Cantonese): Mr LO Suk-ching.





MR LO SUK-CHING (in Cantonese): Madam President, Hong Kong is now in an economic slump and it is expected that the unemployment rate will increase.  However, the Special Administrative Region (SAR) Government has huge fiscal reserves and it is estimated that the budget surplus in 1997 will be far more than that budgeted.  Therefore, on the eve of the publication of the Budget, the community generally hoped that this Budget would make more money available for riding out the storm.  Moreover, Hong Kong is still influenced by the repercussions of the financial turmoil in Asia.  As the Government has to take adequate precautions, people worry that the Budget will tend to be highly conservative and prudent.  Furthermore, this is the first Budget after the establishment of the SAR, therefore, it is expected that the Government will not take drastic actions.



	It was finally revealed that this year's Budget still upholds the prudent fiscal principle of keeping expenditures within the limits of revenues and there will be a $10 billion surplus.  The Financial Secretary even says that by 2001, our fiscal reserves should reach $527 billion.



	On the whole, this Budget has responded to the requests of all sectors and political parties, and it can be described as giving everybody benefits.  Basically as a result of an economic recession, the Budget has put forward some measures for riding out the storm.  Much has been done in respect of alleviating the burdens of industries and trades, promoting economic development and enhancing people's confidence.  It is a pity that it seeks to do little in each respect, takes no drastic action and lacks visionary planning.



	I believe Members will agree that this Budget is welcomed by taxpayers.  The Financial Secretary has proposed tax reductions, widening the tax bands, cutting Rates and alleviating the burdens of taxpayers with home mortgages as well as freezing certain charges.  Unlike what was done in the past, this Budget cares more about the middle class.   In the past, under an unfair tax regime, not only could they not benefit from public housing, Home Ownership Scheme housing and even the Sandwich Class Housing Scheme but also shoulder the burden of home mortgages and heavy tax payments.  We should not forget that under the high land price policy of the Government, home mortgage payments are in fact heavy tax payments.  Under the sudden attack of the financial turmoil in Asia, even if they have not suffered losses in the property market, stock market or other financial markets, they will be affected by the weak consumption and poor market in Hong Kong, some even become unemployed in the economic slump and are physically and mentally struck.  In fact, the middle class has been the mainstay of our economy.  Among 1.4 million taxpayers, 40% are the middle class and they are those who are most willing to spend.  Therefore, they are the main force of domestic consumption.  Therefore, this Budget can strategically target at the middle class who has been neglected, achieve the effect of giving them cardiotonic injections and stimulate our economy through small but powerful chain effect.   This merits our commendation.



	However, under a poor economic situation, this Budget does not extend direct help to a large group of low-income people or the unemployed who are still outside the tax net.  It does not give them a chance to gasp for breath or contain measures that can help them get rid of poverty in the long run.  Although the expenditure section of the Budget mentions an increase in Comprehensive Social Security Assistance (CSSA) payment and better measures for looking after the elderly, the sums earmarked for giving out CSSA payments are increased only because it is expected that the gap between the rich and the poor will become increasingly wider, the lower class will become poorer and poorer, and the number of impoverished people will keep on increasing.  For those living below the poverty line, CSSA payments should be deemed as temporary support and they should absolutely not rely on CSSA payments indefinitely.  Therefore, the Government should use its huge reserves to promote economic growth, create more job opportunities and solve the problem of long-term structural unemployment in Hong Kong, so that the unemployed now living below the poverty line can rejoin the labour market.



	The policy of the Government has always been creating a favourable business environment to promote economic development and it seldom considers using fiscal policies to improve social resources allocation or adopts active policies for helping the poor.  After the establishment of the SAR, the Government should carry out a comprehensive review of its fiscal principles.



	Property prices in Hong Kong always rank third in the world.  Therefore, high business cost is one of the main reasons why many enterprises close down, and for the same reason, rents, commodity prices, costs of daily living and wages have all remain at a high level in Hong Kong and it has eroded our competitiveness.  Many overseas investors shy away at the sight of high property prices and high inflation.  These difficulties are the aftermath of the high land price policy of the former Hong Kong British Administration.  At that time, it superficially hastened economic prosperity but it actually buried a time bomb.  To maintain our status as an international financial centre and safeguard our economic prosperity, the high land price policy must be changed and land prices must fall.  Abolishing the high land price policy signifies that the old days when high land prices brought immense direct and indirect gains are forever gone.  Along with the reduction in government proceeds from land and the high land price policy comes the weakening of the revenue system.  Now that Hong Kong has entered the era of being a Special Administration Region, we must review the existing tax regime and consider increasing tax types, widening the tax base and adjusting the marginal tax rate.  Madam President, I do not intend to negate the simple low tax system but the tax regime has not been comprehensively reviewed for a long time and I am afraid that many aspects cannot meet the requirements of our development, especially if we are determined to sever our reliance on the high land price policy.



	Madam President, I am not a faithful follower of KEYNES and I do not think that continuously increasing public expenditure can promote sustained economic growth.  The economic development of a community actually relies on the continuous increase in productivity.  However, under the present situation of a poor market and inadequate domestic consumption, the Government should make good use of its abundant reserves and appropriately increase non-recurrent expenditures.  If it injects money appropriately, it can indeed give our economy a stimulus and increase job opportunities.  Moreover, I agree to the prudent fiscal principle of keeping expenditures within the limits of revenues and I agree that the increase in government expenditures should correspond to the trend growth of GDP.  But it does not mean that the Government should maintain a huge surplus estimate every year.  At present, in view of an economic slump which is fairly rare these years, we will not breach the Basic Law even if we have a balanced budget or a budget with moderate deficits.  As the Hong Kong Government is not in debt and it does not have customary deficit budgets but substantial surpluses, our economic situation permits making more public expenditures to cope with the rainy day.



	In the long run, the Government should make good use of its huge fiscal reserves to enhance our productivity and competitiveness, put additional resources on capital construction, information and communication technologies, education and training, and support industrial research and development, particularly industrial regeneration and adding value to products.  All these require long-term planning and arrangements to be made by an active and enterprising government with great foresight.



	Lastly, I regret that the Government has not accepted my suggestion to reduce the rateable value by 20% to alleviate the Government rent burdens of the public together with their Rates burdens without changing the 3% Government rent rate.



	In addition, fuel tax will increase the costs of the transport industry.  As the costs of taxi drivers and rented vehicle drivers will increase, their incomes will fall and they would be more badly off.  From the perspective of environmental protection, the Administration can consider cutting fuel tax on the transport industry to allow them to make improvements to their vehicles and meet the requirements of environmental protection.  This will be more helpful to protecting our environment.



	With these remarks, Madam President, I support the motion.





PRESIDENT (in Cantonese): Mr Ronald ARCULLI.





MR RONALD ARCULLI: Madam President, despite what the Financial Secretary has allegedly said he might do if this Council did not support the 6% rise in duty on tobacco fuel and methyl alcohol, I would like to open my remarks by complimenting the Financial Secretary on a fine but not perfect budget.



	Two days ago, the Financial Secretary regarded Hong Kong as the iceberg that sank the Titanic.  It must have been a Freudian slip because he is one of the Financial Secretaries that has made Hong Kong one huge mass of frozen water.  Water, Madam President, as we all know, in Cantonese slang means money.  Our fiscal reserves are frozen. 



	This year, I have divided my remarks into three parts.  The first is complaints, which I feel it comes with no surprise from the Financial Secretary, the second is praises and the third is issues for discussion.





	I will now deal with complaints that are close to my heart quite briefly. 



	First, not enough Comprehensive Social Security Assistance (CSSA) for the elderly.  Please increase these payments.



	Second, give the elderly who choose to live in China not just their basic CSSA, but also medical, medicine and other allowances. 



	Third, reduce duty for alcohol beverages, particularly red wine.



	As for praises:



	First, management and investment return of our fiscal reserves.  After several years of badgering by the Liberal Party, the Financial Secretary has set a new investment policy in paragraphs 64 and 65 of his Budget for our fiscal reserves.  With effect from 1 April this year, the return on fiscal reserves will be linked to that achieved by the entire Exchange Fund.  The return for the Exchange Fund over the past five years has averaged 11.7% per year.  If we achieve this, it will not only exceed inflation but give us a return of $52 billion on our $446 billion of fiscal reserves.  The return on our fiscal reserves is part of general revenue but it will be helpful if the Financial Secretary would confirm this.  It will be even more helpful if he would tell us the assumed investment return for the 1998-99 Budget.  In paragraph 65, the Financial Secretary says that investment policies of the Land Fund and the Exchange Fund can be aligned by 1 April 1999.  I hope it can be done sooner, otherwise the community will rightly conclude that the Government's right hand does not know what its left hand is doing. 



	Second, after some four years of badgering by the Liberal Party, the Financial Secretary has introduced a mortgage relief deduction of up to $100,000 per annum.  In this respect, I want to thank the Financial Secretary for introducing this allowance despite his initial misgivings, but I also want to thank those who threw their weight behind this measure.  This new measure demonstrates that we must never give up pushing the Government for policies we believe in and that brute force works, particularly if we are united.  These two matters deserve specific mention and praise.



	I now turn to the third which I should call issues for discussion:





	First, the level of reserves and the formula which neatly justifies our reserves of $446 billion.  The first part of the formula is 12 months' government expenditure plus or minus three months or 25%, and the second part is the M1 money supply plus or minus 25%.  In addition to the $446 billion, there is another sum of $400 billion which is part of the Exchange Fund.  What is this for if half of the $446 billion is for monetary purposes?  In paragraph 61, the Financial Secretary says he and his colleagues will review the formula in the light of experience.  I want to put a marker down and say that the community must also contribute to that review.  Perhaps the Financial Secretary will confirm that the community and this Council will play an important role in any review.  However, I confess I have reservations about this formula as it seems to me that it will increase reserves as our economy grows.



	Second, talking of reviews, I would like the Financial Secretary to review the methodology of his revenue forecasts or his budgetory forecast so that it will be far more accurate.  In six of the past ten years, surplus has far exceeded their original estimate.  In the other four years, it has been pretty close if not right on the spot.  This shows that it can be done.



	Third, cost effectiveness and increased productivity within the civil service and the Municipal Councils.



	Fourth, all the other items on the Liberal Party's wish list that remain unfulfilled, in particular expenditure on education.



	Madam President, as I said earlier, it is a fine but not perfect budget.  To assist the Financial Secretary to attain perfection, I will leave him with remarks by President Calvin COOLIDGE in his inaugural address on 4 March 1925 when he said, "I favour the policy of economy, not because I wish to save money, but because I wish to save people.  The men and women of this country who toil are the ones who bear the cost of the Government.  Every dollar that we carelessly waste means that their life will be so much more the meagre.  Every dollar that we prudently save means that their life will be so much more abundant.  Economy is idealism in its most practical form."







	The Financial Secretary, Madam President, has demonstrated in this Budget that if he allows himself, he can care.  I hope Hong Kong will have a perfect budget next year and the Financial Secretary surely can do so if he simply accedes to each and every wish of the Liberal Party.  (Laughter)



	Thank you, Madam President.





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





MR CHAN KAM-LAM (in Cantonese): Madam President, today, our fiscal reserves stand on a historic peak of almost $500 billion, the Financial Secretary can theoretically have a breathing spell.  However, this Budget reveals that the Financial Secretary is still somewhat worried that the public will still ask the Government to give out money.  Therefore, he sets a criterion for calculating the so-called reasonable level of reserves: On the basis of $198 billion budgeted expenditure in 1997-98 plus $202 billion average M1 money supply in 1997 which makes a total sum of $400 billion, the ideal level of fiscal reserves should fall between $300 and $500 billion.  Our existing reserves of $446 billion precisely meets the standard of a reasonable level of reserves set by the Financial Secretary, no wonder some people said that he is "making up the sum".  In addition, our prudent Financial Secretary adds that "we have to carefully consider how we can continue to maintain our reserves at an appropriate level", that is, we should not think that we can ask him for more money just because he has money in his pockets!



	Frankly speaking, according to the experience of the Financial Secretaries in the past decades, the most reliable way is to save nine to 12 months' public expenditure as our fiscal reserves.  In the past two years when we had abundant reserves and the public asked to alleviate their burdens, Mr Donald TSANG always said, we must uphold a prudent fiscal principle or maintain an adequate reserve to cope with emergency needs when the storm comes, so we cannot rashly cut taxes.  We support these principles, therefore, we voted in support of the budgets in the past two years even though the budgets were not fully satisfactory.





	We always agree with the Financial Secretary that we have to maintain our reserves at a reasonable level to save up for a rainy day.  However, when the granary overflows, do we still have to store up grain?  This cannot be justified.



	Madam President, I absolutely agree that the more reserves we have, the more favourable it is to supporting the Hong Kong dollar exchange rate.  However, accumulating an excessive reserve but, for taxpayers in general, failing to appropriate resources to effectively create a better investment environment, ride out the storm and alleviate the tax burdens of people is undoubtedly equal to wasting money.



	Having said that, we actually do not need to argue with the Financial Secretary as to what can be described as the criterion for a reasonable level of fiscal reserves.  At any time, prudent fiscal management and the proper use of reserve to improve people's livelihood and promote economic development can get 100 marks!



	Since the Financial Secretary has delivered the Budget, everyone in Hong Kong clapped in applause and there are more praises than criticisms.  However, we think that applause should not only be given to the Financial Secretary but also to the general public who has been working hard and saving up for years as well as the Chief Executive, Mr TUNG Chee-hwa, for his care about people's livelihood.



	Although some people may think that cutting taxes and Rates is suffice while some other may be satisfied with tax deductions for home mortgage interest payments.  However, although the Budget contains many tax concessions that have made people applaud, I find them not as encouraging as the following words of the Financial Secretary.  He said, "Financially, we should not tax more than we need ......  Despite the harsher economic outlook, concessions on this scale are affordable, thanks to the underlying strength of our economy and our prudent fiscal management".



	Among many tax concessions given in the Budget, I wish to focus on the tax adjustments for the business sector and the Government's strategy concerning the unemployment problem under the present economic situation.







	Madam President, the Democratic Alliance for Betterment of Hong Kong (DAB) fully supports the preferential treatment given to the business sector in the Budget, including the 100% write-off for new expenditure on plant and machinery specifically related to manufacturing, and computer hardware and software, extending the hotel refurbishment concessions to all other business sectors, providing a concessionary tax rate for the offshore business of professional reinsurance companies and an advance ruling service on the source of profits.  As compared with the attitude of the Financial Secretary in the past under the policy of positive non-intervention, these measures are undoubtedly very positive.



	However, the DAB has come to the view that the Budget gives inadequate support to the business sector especially small and medium enterprises that make up 90% of all enterprises in Hong Kong.  Firstly, we have suggested that the Financial Secretary should appropriate funds from the existing reserves for setting up a fund for extending through stringent approval procedures low interest loans to business operators who have short-term fund shortage in the light of high interest rates and rate fluctuations, helping them to tide over difficulties.  Otherwise, these small and medium enterprises will be forced to close down when they cannot solve their fund shortage.



	Moreover, we have pointed out time and again both in the former Legislative Council and the Provisional Legislative Council that the greatest difficulties encountered by local factories are technological upgrade, development of new products and adding value to their products.  If the Government and the Productivity Council can put in more resources, they will be giving them the most practical help.  In so doing, our manufacturing industry can continue to develop, providing more job opportunities.



	Furthermore, in regard to supporting the tourist industry, the Budget has only adopted two measures including cutting the Air Passenger Departure Tax and Hotel Accomodation Tax.  We find this better than nothing but it seems that the Financial Secretary does not have any more measures for actually stimulating our tourist industry.  As regards the idea put forward by the Tourist Association earlier about organizing a Hong Kong Expo in 2000, the Government's attitude has been fairly dubious and government officials are so far inclined towards doing nothing so that they will not make mistakes.   On the one hand, they dare not disagree that organizing an Expo can bring huge economic results, save the tourist industry and revitalize industries, on the other hand, they are worried that once it is received badly, they will be blamed by many people or even cannot recover the $2 billion so advanced.  The DAB considers that the Government should carefully study the feasibility of organizing a large-scale Expo in Hong Kong while making improvements on the basis of the proposal of the Tourist Association.



	Madam President, the Financial Secretary has stated at the beginning of the his Budget speech that "As the economy slackens, unemployment is likely to rise in the months ahead".  But as to how this increasingly obvious risk will be dealt with, the Government only mentions the long-discussed training and retraining efforts.  During certain periods in the past, the Government encouraged workers who had been eliminated as a result of the economic transformation of the manufacturing industry to receive retraining for switching to the service industry.  However, as our economy slackens, the service industry is badly hit and such workers are unemployed once again and the Government again suggested that they should receive retraining.  I would like to ask how much help they can get and can this restore their confidence?   How many failures can they tolerate?  At the same time, as there is a recent trend for large and small organizations, even the large-scale enterprises that make good profits, to cut staff for the purpose of streamlining structure and saving expenses, the unemployment of middle-level management personnel is becoming more and more serious, can the Government come up with a miraculous cure?



	We certainly agree that to improve the competitiveness of the unemployed and those with low income and help them out of poverty is still a very important task for the Government in the long run.



	As to increasing the personal allowance and cutting rates, it seems that the Financial Secretary has been a bit miserly.  In fact, the Financial Secretary projects that there will still be a $10.7 billion surplus this year and there is surely room for the Government to grant further tax concessions to the general public.  Besides, as it is projected that the unemployment rate will increase in the future, the Government should consider defining severance pay and long service payment as items that can be exempted from tax payment after the implementation of the Mandatory Provident Fund Scheme so that unemployed workers do not have to shoulder a heavy tax burden after receiving limited amounts of severance pay.







	The Financial Secretary proposes in the Budget that all government charges will be frozen for a year.  I believe this is the best news for the grassroots who are not qualified to pay tax as it can be said that other tax concessions as well as the newly added home mortgage interest payment reduction are meaningless to them.  Conversely, we regret that the Government is resolute in increasing fuel duties, completely ignoring the views of those in the industry and Members.  Actually, increasing fuel duties not only increases the business costs of professional drivers but also transfers the burden onto the general public ultimately. 



	Madam President, I originally thought that the Budget would be approved  and applauded by Members and the public, but it is a great pity that the Financial Secretary stayed firm and threatened, to our dissatisfaction, that the Government would consider withdrawing other tax concessions to make up for its loss when Members unanimously asked the Government to freeze fuel and methyl alcohol yesterday.  If the Financial Secretary really introduces a bill on cutting tax concessions, I am afraid that the Financial Secretary may lose more than he gains.  Madam President, we must say that Members of the DAB have prudently scrutinized the Budget and the Financial Secretary should respect our views to fully realize the legislature's function of monitoring the executive authority.  According to Article 64 of the Basic Law, the Government of the Hong Kong Special Administrative Region must abide by the law and be accountable to the Legislative Council of the Region; and it shall obtain approval from the Council for taxation and public expenditure.  Besides, according to Article 73, the Legislative Council of the Hong Kong Special Administrative Region shall exercise the following powers and functions: To examine and approve budgets introduced by the Government; to approve taxation and public expenditure.  All these illustrate that the Legislative Council has the function of scrutinizing the Budget introduced by the Financial Secretary.  The DAB will reconsider how we shall vote on the Budget.



	I hope that the Financial Secretary can clearly elaborate one point: if the Government finds that Members' proposal to freeze fuel duties will reduce the estimated surplus of $10.7 billion and considers it unacceptable, thus seeing it fit to withdraw other tax concessions, will the Government return any additional surplus to the public once the surplus is higher than that projected?  If the Financial Secretary insists on having his way, I believe it will give rise to controversies.  I urge the Financial Secretary to speak and act carefully.



	Madam President, I so submit.

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





MR CHOY KAN-PUI (in Cantonese): Madam President, the Budget, after its publication, was generally welcomed by people as the tax concessions given by the Government would benefit many people.  All taxpayers will be benefited to a different extent.  Even those who are not within the tax net will get some benefits from the Government's freeze of public charges.  As some of the measures have been sought after by the public and political parties for many years, the Government has met all their demands this time.  These measures include the addition of a home mortgage interest payment allowance, cutting the Rates percentage charge by 0.5 percentage point and reducing the standard rate of corporate profits tax by 0.5 percentage point.  With these tax reduction measures, the Government only collects some $13 billion less, merely the annual interest generated by its fiscal reserves, but it has made everyone happy; it is really a well thought-out Budget.  While I think that the main direction of the Budget is right, the tax concessions given by the Government are too trivial.  As compared with its abundant reserves, there is still much room for it to offer more to help ride out the storm.  Let us think about this carefully.  How much relief we have from our difficulties?  How much real gain do we have?  How far has our long-term economic development been enhanced?  Can our abundant reserves serve greater functions?  I would like to express my views on how our abundant reserves should be used to promote social and economic development.



	During the transitional period before the return of sovereignty to China, Hong Kong maintained a fairly huge fiscal reserve to cope with emergency needs and/or political or economic risks that might arise as this was essential.  This played an important role in the smooth transition of Hong Kong.  Half a year after the reunification, Hong Kong is affected by the financial turmoil in Asia, and this confirms the importance of abundant fiscal reserves.  However, how much reserves is deemed as suitable?  The Financial Secretary finally sets a criteria in this Budget for the so-called a reasonable level of fiscal reserves as the annual fiscal expenditure of the Government plus Hong Kong dollar money supply under the M1 definition.  There are three purposes of maintaining such a level: Firstly, this allows the Government to maintain an amount equals to three months' public expenditure to meet its daily financial expenses; secondly, there will be an amount equals to nine months' public expenditure for emergency use; thirdly, we need a reserves amount equals to the Hong Kong dollar money supply under the M1 definition to stabilize the Hong Kong dollar exchange rate.  This criterion is indeed an exaggeration.  Firstly, if the Government's management is highly efficient, we do not understand why we have to put aside three months' expenditures as liquidity reserves.  The former Financial Secretaries never said that there was such a need.  Secondly, the ratio of government deficits to expenditures in the past never exceeded 10%, in other words, two to three months' government expenditure reserves is adequate for emergency use.  Does it mean that there is going to be natural and man-made calamities?  Or is it forecast that the domestic or global economic situation in the future will be fairly bad?  Or is it necessary to maintain the practice of putting aside huge reserves in the long run?  Thirdly, when the note issuing banks issue banknotes, they have handed over some $400 billion foreign exchange to the Monetary Authority, adding to this the existing Exchange Fund, is it still insufficient to support the Hong Kong dollar exchange rate?  In fact, with our huge foreign exchange reserve, we are absolutely capable of handling any sudden attack by foreign speculators.  If the Administration makes due use of its fiscal strategies, it will be able to achieve better results.  Turly, the greatest problem in defending the linked exchange rate is not handling foreign attacks but whether the public has confidence in Hong Kong dollar.  If the public does not have confidence in Hong Kong dollar, even if we have twice the amount of foreign exchange reserves, it will not help as the Hong Kong dollar linked exchange rate cannot be maintained once people exchange 20% to 30% of their Hong Kong dollar savings for US dollar.  Therefore, it is open to question as to how much fiscal reserves should be put aside to meet emergency needs.



	Certainly, the more fiscal reserves we have, the more favourable it is to supporting the Hong Kong dollar exchange rate and earning more interests, and there will be more room for tax cuts.  But this is not an enterprising move as putting the money of the public and enterprises in government coffers as idle money will weaken the economic vitality of our society.  As opposed to private enterprises, the Government is often not a good operator and wealth creator.  On the basis of a conservative fiscal management principle, huge reserves cannot be used on risky investments as the return will only be 6% to 8% interests at most.  Conversely, if we can appropriately use such money on aspects that help promote economic development, it can increase social wealth, bringing in the snowballing effect.  Therefore, I hope that the Government will stop being a miser and make more effective use of its fiscal reserves for investments in long-term projects such as larger-scale capital construction and education, as well as assisting in business development to let people keep the wealth.



	In capital construction, the Government proposes an investment of $234.8 billion in the next four years in eight major capital construction projects.  This is a fairly desirable plan especially when our economy slackens and a rise in the unemployment rate is forecast, as increasing public expenditure can help stimulate our economy.  The question is that the Government just starts carrying out a consultancy study now and it is not known when the projects can commence.  In carrying out capital construction, the Government has a bad record of being slow.  It often sets many targets and then carries out one study after another, and keeps on procrastinating.  For instance, the Route 3 project has been discussed for more than a decade but it will only be completed by the middle of this year.  Take the Route 16 which costs $7 billion as another example, I heard this idea when I first became a district board member.  It has since been 16 years but it still remains an empty talk.  I hope that the Government can change its usual practice and expedite the implementation of these projects.



	In regard to assisting the business sector, the Government has been very miserly.  The Government emphasizes that it will not assist specific industries and businesses and it will only make efforts to create a business-friendly environment and give some tax concessions.  While I agree to this principle, I must say that the Government has been paying lip service only.  For example, in respect of the projects for developing a science park, business park, technological centre, establishing a small and medium enterprise loan fund, promoting the development of the service industry and promoting high technology development, the Government has spent some ten millions to some hundred millions dollars which can be described as "negligible" amounts.  Small and medium enterprises are a major impetus of our economic development and the Hong Kong Progressive Alliance has suggested to set up a $20 billion a loan fund to provide assistance to small and medium enterprises.  But the Government has only appropriated $0.5 billion, and there is a fairly big difference.  Mr TUNG Chee-hwa is heading towards the right direction in assisting high output value industries but the Government should really put in substantial resources, otherwise, it would be nothing other than idle theorizing.  Nevertheless, the long-term economic return of these investments will be fairly considerable.



	The tourist industry is an important pillar of Hong Kong and it generates the most foreign exchange earnings for Hong Kong.  However, in recent years, as a result of the increasingly intense competition in the region, and the high land, rent and commodity prices in Hong Kong, the focus of tourist attraction is no longer Hong Kong as a "shopping paradise", coupled by the gradually diminishing attractiveness of tourist spots.  We must carefully study how we can make Hong Kong a more attractive place for tourists.  One way is to open some more world-class scenic spots.  The Ocean Park is a tourist spot taking up huge investments.  In the past, it brought us good returns but the Ocean Park alone is after all inadequate.  We have to build more scenic spots and put in considerable resources.  Turning Ma Wan into an American-style universal studios is a fairly good idea but we still have to look into the possibility of building more such spots.  Although such investments require huge capital, the long-term returns will be very sizeable.



	Regarding injecting resources into economic development projects, the crux is certainly to inject resources into human resources.  Not only should we inject more resources into vocational training and retraining, but also education, especially basic education.  According to the existing policy of the Government, expenditure on education will still be less than 4% of our GDP in the next few years, even less than those of our neighbouring countries, needless to say those advanced economies.  Besides, this does not match the average income level of our population.  Our best guarantee of economic development lies in an excellent quality of our people.



	Madam President, the government injection of resources into the above projects is not spending money, but investing.  As the saying goes, "Great fortune comes only after small amounts have been spent".  The Government is well advised to stop being a miser.



	With these remarks, Madam President, I support of the motion. 



PRESIDENT (in Cantonese): Mrs Miriam LAU.





MRS MIRIAM LAU (in Cantonese): Madam President, in the first Budget after the establishment of the Hong Kong Special Administrative Region (SAR), the Financial Secretary has proposed several tax concessions to achieve the aim of riding out the storm and renewing Hong Kong strengths.  Although they are small tax concessions, they are highly significant as it gives most people the impression that the Financial Secretary is listening to their views and sympathizes with them.  However, it is a pity that the Financial Secretary seems to have forgotten those in the transport industry.  He has not listened to their views or sympathized with their hardships.  How much does the Financial Secretary know about the plight of the transport industry?



	As far as I understand it, the volume of freight by land has decreased recently, and coupled with keen competition, the freight charges can only be maintained at the 1993 level and the turnover of many business operators has reduced by almost 40%.  A slackened property market has also affected the business of light goods vehicles that mainly transport decoration materials.  According to the drivers, they used to earn $600 a day in the past but their income has now reduced to $300 a day.  That the tourist industry is at a low tide has also dealt a blow to cruisers; travel agencies and hotels cut charges in order to survive, forcing coaches to reduce charges to the 1992 level.  As nannies are required to work on nanny buses, the costs of nanny buses increase but they can hardly increase charges on parents when our economy slackens.  Driving tutors have announced that they will not increase their charges this year and their charges have actually gone down to the 1995 level.  In recent years, faced with intense competition from other public transport, the business of taxis and minibuses has been worsening and many minibuses dare not increase charges although their costs have increased.  Even if taxis are approved to increase fares in the coming June, as compared with the past three years, the income of drivers will not be increased in real terms and the income of owner-drivers will even be 10% to 20% less than that three years ago.  A taxi driver earns around $10,000 a month, more or less the same as ordinary "employees", the only difference is that an ordinary "employee" who earns $10,000 a month may not have to pay tax but a taxi driver who earns $10,000 a month has to pay the Government more than $20,000 a year as fuel duties which are directly borne by drivers.  Therefore, fuel duties have become indirect taxes directly paid by taxi drivers.



	I have touched upon the plight of the transport industry above, but has the Financial Secretary heard what I said?  Even if he had heard what I said, did he get the message?  I have warned the Government back in 1996 and 1997 that it could not make it a rule to increase fuel duties every year, but the Government seems to have turned a deaf ear and gives many reasons to support tax increases.



	The Financial Secretary increases fuel duties by 6% as a rule this year for the first reason of maintaining the real value of the relevant duties and keeping such duties as a stable source of government revenue.



	If it freezes fuel duties, it will only collect a little $0.3 billion less in 1998-99, and if it does not increase fuel duties, it will collect $0.12 billion less.  The various tax concessions proposed by the Government this year for riding out the storm will only make the Government collect $13.6 billion less in 1998-99.  Why does the Government act so generousily to all industries, sympathize with the people, give tax concessions and completely freeze government charges for a year but pinpointing at drivers only, especially the transport industry?  Not only does it not help them ride out the storm, conversely, it increases fuel duties and make their burdens heavier.



	I think that the Government can absolutely refrain from increasing fuel duties.  According to its projection, it will still have $10.7 billion surplus this year if it collects $13.6 billion less.  Even if it does not increase fuel duties, its surplus will still be more than $10 billion.  In 1997-98, the projected surplus of the Government was $31.7 billion, but it finally turned out to be $77 billion, $45.3 billion more than the projection.  As Hong Kong also has a total fiscal reserves of $445.6 billion, the Government is totally capable of cutting taxes to alleviate people's burdens, not increasing fuel duties or even cutting fuel duties to ameliorate the difficulties faced by the transport industry.



	The Financial Secretary increases fuel duties by 6% as a rule this year for the second reason that diesel duties are less than other fuel duties and users are willing to continue to use diesel oil.  I must amend that users are not "willing" but "forced" to use diesel oil.



	Given the existing technologies, buses, lorries, container trucks, housing estate coaches and tourist coaches over four tonnes of weight must use diesel oil and they cannot use other substitutes.  But most diesel vehicles weighing less than four tonnes such as taxis, minibuses, light goods vehicles, nanny buses use diesel oil.  In Hong Kong, such vehicles cannot switch to environment-friendly vehicles as they are not yet available.  In this case, large and small diesel vehicles have to continue to use diesel oil, thus increasing diesel duties will only increase the burden of those in the industry and it will not help improve our environment at all.



	Those in the industry highly support and actively take part in the Liquefied Petroleum Gas (LPG) Taxi Pilot Scheme now implemented by the Government.  However, the Scheme is still at a pilot stage and it is not known whether it will be successful.  Even if it is successful, the Government should adopt preferential measures to attract those in the industry to switch to LPG vehicles instead of forcing those in the industry to succumb by increasing diesel duties.  At this stage, no matter how good LPG vehicles are, except the 30 LPG taxis under the Pilot Scheme, no LPG vehicle is sold on the market and there is no supporting facilities for comprehensively promoting the use of LPG vehicles.  How can the Government use punitive means to force people to give up using diesel oil and switch to other environment-friendly fuels?

	�	The Financial Secretary increases fuel duties by 6% as a rule this year for the third reason that the Government does not allow the difference between diesel duties and other fuel duties to expand continuously, for any further expansion of the gap will make it very difficult for the Government to encourage disel oil users to switch to environment-friendly fuels in the future.



	I do not know what environment-friendly fuel the Financial Secretary has in mind.  I certainly does not agree that petrol(leaded or unleaded) is an environment-friendly fuel.  But if the Financial Secretary considers that unleaded petrol is environment-friendly, why does the Government not reduce the fuel duties of unleaded petrol instead of increasing the unleaded petrol duties and diesel oil duties at the same time to maintain the gap?  How can this encourage diesel oil users to switch to unleaded petrol?



	If the environment-friendly fuel referred to by the Government is not petrol, it must be the LPG used in the pilot scheme.  While the use of LPG vehicles has yet to become popular, the Government anxiously increases diesel oil duties, widening the difference between the prices of diesel oil and LPG.  In the future, the Government will most likely substantially increase diesel oil duties and force those in the industry to switch to LPG vehicles.  The Government is really  far-sighted but it will put those in the industry into trouble.  If the Government does so, it will put other vehicles which have no alternative but diesel oil in trouble as they will be forced to pay high diesel oil duties.  This is certainly not fair to the taxi industry and the whole transport industry.



	At present, the LPG for LPG taxis costs $4.68 per litre.  As oil companies can cut expenses in respect of connecting pipelines to households and home visits for metre readings, there should be room for a reduction in the price of LPG for vehicles in the future.  That the Government has seen it fit to increase diesel oil duties only instead of working at the LPG prices is essentially putting the cart before the horse.



	The fourth reason why the Financial Secretary increases diesel oil duties is that he does not wish to go on enlarging the gap between duty rates and affect the efforts made by the Government in improving air quality.  I wish to ask, "What efforts has the Government made"?



	The efforts made by the Government in improving air quality have all been defensive, restraining measures including tightening the standard of exhaust emissions by new large diesel vehicles, introducing low sulphur content diesel, low disk-type capacity factor tester, stepping up prosecution of vehicles emitting excessive black smoke and installing additional air monitoring stations.  How much resources is used on improving air quality?  In 1998-99, the Environmental Protection Department will spend less than $0.2 billion on improving air quality but as much as $1.5 billion on waste disposal facilities.



	I urge the Government to put in more resources and positively study the possibility of using alternative fuels in addition to looking for ways to reduce diesel oil exhaust.  However, the Government finds such studies very costly and concludes that since such studies have been carried out in foreign countries, we can make reference to the results of their studies and do not have to carry out such studies ourselves.  In my opinion, the Environmental Protection Department has failed to make reference to the results of the studies made by other countries and looked into the feasibility of promoting the use of alternative fuels in Hong Kong.  That the Government has only targeted at diesel oil instead of providing alternative environment-friendly fuels for people is putting the cart before the horse.  This is an irresponsible act.  Conversely, those in the transport industry are far more positive than the Government.  For instance, they have expedited the implementation of the LPG Taxi Pilot Scheme by the Government and sponsored studies carried out by universities on particle filters for use in small diesel vehicles.

	The fifth reason why the Financial Secretary increases fuel duties is that he firmly believes that increasing fuel duties will help to control the growth in the number of vehicles.



	Most diesel oil vehicles are buses, minibuses and vans that provide public transport services or lorries and container trucks engaged in economic activities.  For professional drivers in the industry, diesel oil is an essential daily cost and they cannot operate even if they have one drop of diesel oil less.  Therefore, even if fuel duties are increased, they cannot reduce the mileage of their vehicles or use less diesel oil.  Conversely, increasing fuel duties will only increase their operational costs.



	In respect of public means of transport such as buses, taxis and minibuses, the Government has absolute control over the number of vehicles and the industry cannot add more vehicles themselves.  In regard to economic activities, if our economic situation is good, the number of lorries, container trucks, passenger and goods vans, and tourist coaches will naturally increase in response to increased demands and such increase will not be stopped by increases in fuel duties.  But if our economic situation is poor, even if fuel duties are reduced, it will not make such vehicles increase.  Certainly, we do not hope that the latter case will emerge.  Given that the increase or decrease in diesel vehicles is not related to the amounts of fuel duties while diesel oil users actually do not have other environment-friendly fuels to choose from, I think that the Government should not increase diesel duties but consider cutting diesel oil duties instead to help the passenger and goods transport industry in tiding over the current economic difficulties.



	As for increasing petrol duties to control the growth in the number of private cars, the rates of fuel duties in Hong Kong are already very high at over 60% for petrol and over 40% for diesel oil, and such are the highest in Asia.  In fact, it is not essential for the Government to maintain such a high level of fuel duty rates and it should consider reducing them.  In view of the number of registered vehicles, I cannot see why the growth rate of private cars can be related to petrol duties.  But we can clearly see that if our economic situation is good and people are rich, there will be a faster growth in private cars; conversely, if our economic situation and market situation are poor, the growth of private cars will naturally slow down.  Moreover, the daily mileage of each licensed vehicle has remained almost the same over the past seven years, showing that the utilization rate of vehicles has not reduced as a result of increased fuel duties.  Therefore, I think that increasing fuel duties is absolutely not helpful to controlling the growth or utilization rate of private cars.



	While the Government has huge surpluses and abundant reserves, not only does it not cut fuel duties but it also gives specious reasons to say that fuel duties must be increased.  For those in the transport industry, the Government is really disturbing people and making more trouble.



	Madam President, last evening, the Financial Secretary took the initiative to give the media an important speech concerning fuel duties.  A friend told me that the Financial Secretary is very lenient in this Budget and has shown extreme forbearance while Members have gone too far and not shown the Financial Secretary due respect in not allowing him to charge several hundred million dollars more.   No wonder, he went on, that the Financial Secretary had made such a strong response when Members asked to freeze fuel duties and warned that if the Government could not successfully increase such duties, it would consider withdrawing some tax concessions proposed.  I hope that this friend of mine was saying out of his own speculation only, and that the Financial Secretary is not insisting on what is bad in order to save face.  Members have tried to be reasonable but the Government is now being unreasonable and when it fails to convince Members, it intends to vent its spleen on the public.  This is unfair to Members and those in the industry.  What it does cannot make people convinced.  I strongly ask the Financial Secretary to withdraw his warning.  If the Government dares to act rashly, it must be held responsible for all the consequences.



	Madam President, I would like to talk about the passenger embarkation fee.  Last year, I urged the Government to cut the passenger embarkation fee and I am very pleased that the Government is willing to reduce the fee from $25 to $18 but I find that this is still not enough.  As the Government has reduced Air Passenger Departure Tax by half, why can it not similarly cut the passenger embarkation fee by half?  There has been increasingly frequent passenger transport between the Mainland and Hong Kong, so in the long run, the Government should consider giving equal treatment to passenger transport between China and Hong Kong by sea and by land and exempting both from departure taxes to enable the balanced development of sea transport and land transport on the same basis.



	Madam President, I so submit.



PRESIDENT (in Cantonese): Mr MOK Ying-fan.





MR MOK YING-FAN (in Cantonese): Madam President, on behalf of the Hong Kong Association for Democracy and People's Livelihood (HKADPL), I would like to express my views on the Budget concerning labour, medical services and elderly welfare.



	The Financial Secretary describes the 1998-99 Budget as a "balanced budget".



	The word "balanced" has two meanings, firstly, balance between revenue and expenditure.  The Budget can really achieve such a balance as the Financial Secretary forecast that there will be a $10.7 billion surplus next year.  But as Mr Frederick FUNG just said, the Government is excessively optimistic about the economic situation next year, for by that time, there may be no surplus or even deficits.  The Financial Secretary has really managed in "not collecting unnecessary taxes".  Therefore, in terms of expenditure, the Budget can be described as "balanced".



	However, it is not important whether this balance can be achieved and it is quite all right even if it is a deficit budget as the paramount spirit of the Budget is "spending when it is necessary".  If for the sake of achieving this balance, the Government does not spend money that should or must be spent, it will be putting the cart before the horse.



	Secondly, "balanced" means balancing the interests of all classes.  On the surface, the Budget can cater for the needs of different people in society, including businessmen, the middle class and the grassroots.  But if we analyze this carefully, we may arrive at a totally different conclusion.



	Madam President, there are actually many different classes and interest groups in Hong Kong.  When the Government adjusts the allocation of interests, it can hardly balance the interests of various classes and it often satisfies one but not the other.  Therefore, the crux of the problem is not "balancing" the interests of various parties but "balancing" social contradictions which may arise in order to achieve an ultimate "balance" in society as a whole.  This is the most important point.



	In this financial turmoil, those affected include the businessmen at the highest level and the workers at the lowest level.  Both of them have suffered losses but if we look at the decline in real income and quality of life, I believe that the most affected ones are the workers in the lower class.  Those in the industry estimate that over 300 000 people will become unemployed or under-employed this year while the Gini coefficient reflecting the gap between the rich and the poor has risen to a historic peak of 0.52.  Even the Secretary for Education and Manpower, Mr Joseph WONG, said that "the foremost task of the Government next year is to fully assist the unemployed in securing employment again".  Therefore, the key to whether or not the Budget can achieve "balance" lies in helping workers secure employment and tide over their difficulties.



	In 1998-99, the overall government expenditure will increase by only 5.7% which is seriously inadequate and it fails to perform the function of stimulating economic activities.  There is no real increase in investment expenditures such as capital construction expenditure ($26.7 billion this year, which accounts for 9.3% of the overall expenditure against last year's 11.3%) and education expenditure.  The Administration fails to stimulate our economy which has slackened as a result of the financial turmoil and work out policies and appropriate more money to tackle the high unemployment rate that may surface next year.  But the Executive Council is still reluctant to give up the labour importation policy as they think that the policy should just be temporarily shelved for Hong Kong still lacks certain labour.  The Education Commission even suggests postponing the policy only for three months.  I believe that Mr Joseph WONG may think that nobody would care about this after the election.  But I wish to tell Mr WONG that, regardless of how many HKADPL members will be returned, once the labour importation policy is put forward again, no matter where we are, we will definitely oppose it.  The Government should not think that it has already run away with it.



	Madam President, the Government will allocate $2 billion next year for enhancing the training courses offered by the Vocational Training Council while the expenditures of the Education and Manpower Bureau and the Labour Department on offering employment opportunities are $23 million and $0.132 billion respectively.  Relative to 1997-98, they have been increased by 38% and 22% respectively.  These rates of increase appear quite big but if we analyze them on the basis of the low efficiency of these two departments in the past, they will not offer great help to the unemployed.  Probably, the Government will only expand the staff of these departments, recruit more staff and better package the labour importation policy such that the unemployed will not be able to recognize it.  When foreign workers arrive in Hong Kong, they may even think that saviours have arrived and line the street to welcome them.



	The Government still handles unemployment and social welfare together and gives out Comprehensive Social Security Assistance (CSSA) payments to help the unemployed, only to blame the unemployed for abusing CSSA payments.  In fact, the Government itself is abusing the CSSA payments, for it should have separately devised an unemployment assistance fund to help the unemployed  secure employment again.  Therefore, in terms of tackling the unemployment problem, I find the Budget a total failure.



	In regard to medical and health services, the Government will spend $29 billion on medical services next year, an increase of almost 11% ($3 billion).  The appropriation to the Hospital Authority increases by 5.5% to $25.4 billion while that to the Department of Health increases by 10% to $3.1 billion.  Considerable amounts these may be, but 70% will be spent on staff salaries, with an insufficient portion being spent on equipment and medicine.  The HKADPL is very dissatisfied with this.



	Furthermore, the Government has not learnt a lesson from the avian flu incident and appropriated insufficient funds to support medical technology research and disease prevention measures.  Therefore, although influenza is expected to be at its peak this year, the appropriation for disease prevention has only increased by 11.5%, denying a comprehensive disease prevention effort, much to our regrets.



	The Government has still done not enough in some other areas.



	One example lies in the fact that although the number of dermatological disease patients has been increasing on the year, the allocation for 1998-99 only increases by 9%.  As a result, the rate of achieving the target of facilitating new patients to receive consultation within eight weeks has fallen from 80% to 70%.  The Secretary for Health and Welfare said in her answer that there are many factors ...... but the most important one is "insufficient funding".  It reveals that the service has not improved but "worsened".





	In addition, it is projected that five more elderly health centres will be opened next year and the number of workers required will increase from 51 to 131, an increase of almost 1.5 times.  But it is expected that the number of people to be served will increase from 8 500 to 27 600, an increase of 2.2 times.  I believe the newly employed workers have to be supermen and excellently efficient in order to cope with such a workload.



	Madam President, I would like to talk more about Chinese medical practitioners.  In 1998-99, only $6.34 million is appropriated for regulation of Chinese medical practitioners, of which, the establishment of the Department of Health needs $4.76 million, accounting for 2.4% of the expenses on performance of duties.  How can efficient planning and proposals be made for the professionalization of and putting in place a registration system for Chinese medicial practitioners?



	In 1998-99, $2.83 million is appropriated as subsidies to Chinese medical practitioners, mainly for making salary payments to 16 staff of the two Chinese medical clinics of the Tung Wah Group of Hospitals.  However, half of these 16 staff are clerical staff and there are only two Chinese medical practitioners.  The target is to serve 4 million patients by keeping the clinics open for 365 days a year, even on Sundays and examining at least 55 patients a day.  It is even worse in the department of orthopaedics, for there are only three doctors to serve 250 000 patients.  On the basis of the above formula, each doctor has to examine an inconceivable 228 patients a day.  Would Members not agree that they are supermen?



	As to the registration of dispensers, the Government has not appropriated any money and I wonder when this system can be implemented.



	All these reflect that the Government lacks long-term planning and targets in formulating medical and health policies and deciding appropriations.



	In regard to elderly welfare, the Government proposes to make an increase to offset inflation instead of planning on the basis of people's needs.  For instance, the number of institutional care places for the elderly will increase by  2 600, but old people still have to wait for 33 months before they can be admitted to such homes.  The provision of school social workers has increased by 12 but this still fails to meet the requirement of one social worker in each school.  The utilization rate of day activity centres for the disabled and sheltered workshops under rehabilitation services has exceeded 100% but the Government has not planned the relevant expenditure on the basis of the actual needs to make improvements.



	In social security, the establishment of the Social Security Office will be expanded by 100 heads but there is no change in its service commitment and the time for handling CSSA cases remains the same.  CSSA payments will increase by $1.9 billion, a 20% increase, but the real increase is only 12% after taking into account inflation and the increase in CSSA payments for the elderly.  It can hardly match a similar rate (20%) of increase in the number of cases this year.   In addition, as it is projected that our economic situation will worsen and the unemployment rate will be higher next year, more people will need social welfare.  As I have touched upon this at the very beginning of my speech, I am not going to repeat it here.



	Madam President, at the very beginning, I quoted the words of the Financial Secretary and described this Budget as a "balanced" one; unfortunately, as I just said, this is a Budget with more or less balanced revenues and expenditures.  But it is an absolutely "lopsided" budget in respect of handling the social contradictions that may arise.  When a person is psychologically lopsided, we say that he is "insane", and I believe that such cases will increase as a result of the economic losses incurred by the recent financial turmoil.  When a person has lopsided sexual preferences, we say that he is "abnormal".  There have also been many such cases recently.  How are we going to describe a lopsided budget then?  After much deliberation, I am going to call it a "crazy" budget.



	Madam President, originally I am not too much concerned about transport matters but I would also like to express my views on diesel oil duty after listening to the speeches of some 30 Members.  It can be said that, the Financial Secretary has been very smart in presenting the Budget.  He made concessions in order to gain advantages and was loudly applauded.  However, there is something wrong with the section on diesel oil duty.  Let me play the fortune teller today.  I foretell that many more Members will not support the increase in diesel oil duty tomorrow.  I would like to see how the Financial Secretary is going to hit back.  However, after listening to Mrs Miriam LAU's speech, I advise the Financial Secretary not to withdraw the proposals for other tax concessions.



	Madam President, I so submit.

SUSPENSION OF MEETING

PRESIDENT (in Cantonese): In accordance with the Rules of Procedure, I now suspend the meeting until 2.30 pm tomorrow.



Suspended accordingly at thirteen minutes past Nine o'clock.
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