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The following papers were laid on the table pursuant to Rule 21(2) of the Rules
of Procedure:
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(1998 kG RE Gl (Frimaxtw) (B

S L 281/98
(ABEIEE ) - o 282/98
(1998 g (BE]) ) oo 283/98

Subsidiary Legislation L.N. No.

Water Pollution Control (Sewerage) (Amendment)

Regulation 1998........ccooiiiiiiiiie e, 281/98
Specification of Public Office........ccoooeiiiiiiiiiiiatns 282/98
Pilotage (Amendment) Order 1998 ..........ccovvviieinnnnn. 283/98

2 2
T — HRHEEFETHESR (19984 6 H)

Sessional Paper

No. 7 — The Tenth Annual Report of the Ombudsman, June 1998
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MISS MARGARET NG: | would like to ask the Chief Secretary for
Administration that on the understanding that there are other channels for the
Chief Executive to account to the people, why does he prefer to do so through
this Legislative Council only three times a year?

R BHAEAE K -

CHIEF SECRETARY FOR ADMINISTRATION: It is indicated both in my
main reply and my answer to the supplementary questions that the Chief
Executive prefers to use a variety of channels not only to maintain contact with
Members of this Legislative Council, but also to communicate and to receive
views from the public, and from as wide an avenue as possible.
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REEE2ER
Expansion of Pok Oi Hospital

10, BBKERE : FHELEHNAE > EGHEERERE D ( "EE8/F" )
At H R EEEE R > DIEMICHE (WK KE) FRISEFZF K &
H o IR ATEFH R R - B BT BB B R RN A ?

BERMNBRER : FE BERCHBNEXEHEZESTEAOGEHE > &
KIBHFIEEABIREE > BB 470 BIGE 742 & - RIBHEE# > HE
BN EANN  gHEEREFRENRE - TER/M 2 RIET > HTFEH
6 58 B

R EREEAEEERNT 20 (7T  RBLUEEG  BREEERE
HEERDNEERRERRAREE > N ERERES D AER D2 E
BH - AR ARBUFEBERMEEERES DR -

B ERERFEESRKERBERTROKR REEGTHIEEZBER
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BEERRXERBNEIE
Education Department's Measure to Solve Unemployment Problem

11. DR DAVID LI: It is reported that, as a measure to solve the acute
unemployment problem, the Director of Education informed schools on
3 June 1998 that staff aged 60 or above should retire, unless permitted otherwise.
As a result, many applications for extension of service by one year from teachers
and principals who have reached the retirement age had been rejected. In this
connection, will the Government inform this Council whether:

(@) as the notice was issued only in June, it has studied if there is
sufficient lead time for schools to recruit new teachers and
principals before the new academic year begins in September; if so,
what the results are; and
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(b)

it has considered creating more teaching posts as an alternative for
solving the acute unemployment problem; if so, what the details are;
if not, why not?

SECRETARY FOR EDUCATION AND MANPOWER:

(@)

(b)

Under the Codes of Aid for aided schools, it is stipulated that
teachers (including school principals) shall retire at the end of the
school year in which they reach the age of 60. However, the
Director of Education may, on the recommendation of the
Management Committee of the schools concerned and subject to the
submission of satisfactory medical proof as to fitness, permit
teachers and principals to continue in service for a period of one
school year after they reach the age of 60, and for further period
each of one school year up to the end of the school year in which
they reach the age of 65.

On 3 June 1998, the Director of Education wrote to all schools
reminding them of this provision.

Extension of service is not automatic and each application is
considered on its own merits. In  examining individual
applications, the Director of Education takes into account all
relevant factors before reaching a decision in the best interests of
the schools and students, including any difficulties the schools may
have in finding suitable replacements for the retiring principals and
teachers.

The Government is committed to improving teaching and learning
in schools. An estimated 2 700 new posts are expected to be
created during the next two academic years to enhance staffing
support for schools. Of these, about 1 600 are teaching posts
while some 1 100 posts are at the supporting level. These new
posts arise mainly from the following major initiatives:
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- more than 1 100 additional staff, including 800 teaching staff
and 300 clerical staff/workmen, to fill new positions arising
from operation of new schools and conversion of bisessional/
unisessional primary school to whole day operation.

- some 380 additional teachers of English in secondary schools
adopting Chinese as the medium of instruction;

- some 350 additional teachers of primary schools to
implement the Chinese and English Extensive Reading
Schemes and improve library service;

- more than 800 clerical staff for primary and secondary
schools;

- some 40 teaching and professional posts for extending
services to schools to support academically low achievers,
target oriented curriculum teacher education, orientation and
mobility training for the visually impaired, and remedial
services for hearing impaired children.

Apart from enhancing the quality of education, the creation of these
posts also offers employment opportunities.
LIRS KB

Disturbances Caused by Aircraft Noise
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BEIFIRES FELE
Ensurance that Public Works Projects Meet the Required Standards
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Implementation of School-based Management
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Train Failure on Tung Chung Line of Airport Railway
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Postgraduate Places in Universities
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MR DAVID CHU: Madam President, | move to amend Dr the Honourable
Raymond HO"s motion as set out under my name on the Agenda.

Dr Raymond HO"s motion is necessary and timely. | agree and whole-
heartedly support his motion. My amendment only serves to add a little more
detail and suggest the formation of a committee to carry out and monitor the
progress of our suggestions.

Hong Kong is in an economic crisis and unemployment rate is
approaching 5%, which is very high for Hong Kong. The Government has
decided to speed up future infrastructural development in order to stimulate the
economy. Although we all support this decision, | believe that it is the
responsibility of the Government to ensure that local professionals, businesses
and our labour force receive their fair shares. The past record of the
Government in supporting our local professionals needs improvement. For
example, 69% of the New Airport Core projects have been granted to foreign
contractors and 90% of its project managers are foreign engineers. The Tsing
Ma Bridge was built as a result of an Anglo-Japanese joint venture. When the
bridge was completed, the contractors said goodbye to us and brought with them
the technology and our money.

Here are four suggestions for the Government:

1.  When appropriate, tendering specifications and conditions should
include technology transfer requirements so that our professionals
have a chance to develop their knowledge and experience base, and
use them to get future work in Hong Kong, on the Mainland and
internationally.

2.  Whenever possible, divide large projects into smaller parts so that
local contractors and consultants have a better chance. The
situation now is that local companies are often only able to
subcontract from large international companies.
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3. Fully consider the value of local knowledge and experience when
awarding contracts.

4. Form a committee to look into ways to ensure local professionals
and businesses have a fair chance in competing for government
contracts and monitor the progress of these efforts on an on-going
basis.

The government officials will probably say that Hong Kong, as a member
of the World Trade Organization, cannot give any preference to local companies
when awarding contracts. | understand that the solution is not to discriminate
foreign companies, but we must do everything possible to help our local
professionals to improve their competitiveness. This is what Dr Raymond
HO"s motion and my amendment are all about.

Madam President, | beg to move.

KNBZEEEBENEERNT -

EAEGRBEA 2% ML RABEE (BERERELAR) "
FETEBIET 2t L R TR A RORR e TR 2
ok RERS O RESE R MR A R EGERRERLHE A
DA IR R AR A A FT 2 B e A DL e
FERAME 2 LA AR 2 RS
OTAHEAT  RAEIREE SR ERE 2% L R
TR IE I T i 0 A R B R R 1 B 1
2k 5 A A (R BORE A T 7S B o TR A A Y 0 LB IR
SRR R % B 45 BT R A — (B A
FiosE -

REXFEREGRZREARERFIZE -
THE PRESIDENT'S DEPUTY, DR LEONG CHE-HUNG, took the Chair.
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MR RONALD ARCULLI: The motion debate tonight is very timely, because |
think a lot of us, in fact all of us, in Hong Kong, are concerned with the state of
the economy and the unemployment rate. So, in terms of improving both, I
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think it is right for us to ask the Government and public corporations to actually
increase or speed up their public works programme. | am, therefore, quite
encouraged to hear from most colleagues tonight that the workers and
professionals in the construction industry shall see eye to eye on most points.

But there are, of course, matters that really need to be reviewed and |
would name just a few. One would be the workability and fairness of the
public works penalty points system where local contractors are subjected to that.
| doubt very much whether first-time foreign contractors coming to Hong Kong
are subjected to that system, particularly if you talk about the pre-qualification
system where performance, local performance or non-performance in some
cases, could be held against a particular contractor. If, for instance, the foreign
contractor has a poor track record in his own home country, it is not always easy
to actually get the details of that. So, | think that clearly requires a review.

The second point that may require review, in terms of the quantity of work
that is undertaken by the construction industry and thus the professionals and
workers are involved, is the very stringent period of time whereby they have to
work. Right now, Mr Deputy, they are not allowed to work outside the period
from 7 am to 7 pm. This could mean that if you are in the building industry,
you might not be able to start work simply because a job that your colleagues
ought to finish in front of you has been delayed. There might be a case to
slightly extend the working hours during weekdays from 7 am to, perhaps, 9 pm
without disturbing members of the community.

Another issue that | would like to talk about is the size of the contract. |
know that the Secretary for Works has tried to package contracts in smaller
parcels so that professionals and contractors alike have the best possible chance
of winning a contract, but | think there is still room for improvement. He
could, for instance, look at parcelling them into $5 million to $15 million
contracts, or $50 million to $500 million contracts for medium-sized contractors
or professional firms. And in fact, this is the Honourable David CHU's second
point.

Ancillary to that, there is also the issue of payment. | know that some
public organizations, for example, the Works Department, are trying to expedite
interim payments and final payments. This will help both the industry and the
professionals concerned.
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On the issue of technology transfer, | totally agree with the comments that
have been made tonight. Some Members have used the new airport as an
example. | hope that it is not the type of technology transfer we want for Hong
Kong, as seen in the sort of initial mess that we have. But I think in the long
term, technology transfer is important and is crucial to Hong Kong being able,
for instance, to expand our horizon beyond our geographical boundaries into the
Mainland. | remember when the airport project came about, | was very upset
that there was no technology transfer requirement or encouragement from the
then Government.

On the issue of importation of labour, I know this Council is divided into
two extreme views. What | could not quite understand was what the
Honourable Gary CHENG has said, that "Hong Kong workers have top priority.
Stop importation of labour.” Now, as far as the Liberal Party and the
Construction Association are concerned, we always say that Hong Kong workers
must be given first priority. But we also say that where there are bottlenecks,
where it would affect the quantity of work undertaken and the quantity of work
that we are asking the Government and other public corporations to undertake,
we would have to ease the restrictions on importation of labour in order to
ensure that Hong Kong workers are in fact fully employed. On this point, |
hope that my colleagues here will see it with a little latitude.

It is all very interesting that we are talking about all the difficulties in
public works and so forth. One simple solution, of course, can be the
establishment of a construction industry authority which will oversee
construction issues and address the concerns of the industry both from the
contractors® point of view and from the workers® point of view. | suspect that
the Government is probably reluctant to do that, but | would nonetheless ask my
colleagues here to support this idea. Because if there is a construction industry
authority, a lot of the problems that we are talking about here this evening can in
fact be dealt with at that level, and it is in fact a bigger body than the commission
that Mr David CHU has mentioned in regard to tender selection.

Thank you very much.
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THE PRESIDENT resumed the Chair.
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Dr Raymond HO rose to claim a division.
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THE PRESIDENT announced that among Members returned by functional
constituencies, 19 were present, 10 were in favour of the amendment and nine
against it; while among Members returned by geographical constituencies
through direct elections and by the Election Committee, 27 were present, 16
were in favour of the amendment and 10 against it. Since the question was
agreed by a majority vote of each of the two groups of Members present, she
therefore declared that the amendment was carried.
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MISS CHRISTINE LOH: Madam President, this is the fourth debate on the
economy we have had in three weeks time. Let me first explain why | am
seeking an amendment to the Honourable Miss CHAN Yuen-han's motion.

Firstly, 1 want to emphasize that our key economic problem right now is
the general loss of business confidence.

Secondly, | am concerned that the wording of Miss CHAN Yuen-han's
motion is unduly negative towards two of Hong Kong's main businesses, namely,
finance and property.

Thirdly, in considering how Hong Kong's economy might be restructured,
If we are unfairly prejudiced against financial services and property development,
| fear that we might not have a sufficiently clear head to consider the best options
forward.

Lastly, I want to emphasize in my amendment that both the public and
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private sectors have important roles to play in reviving business confidence.
Let us not just rely or depend on the Administration to do everything. Miss
CHAN Yuen-han's motion has a touch too much of central guidance to my
liking.

Business Confidence

Madam President, business confidence is low for a variety of reasons,
some externally caused, but some are of our own doing.

One of the external reasons is, of course, the Asian financial turmoil.
What is now clear is the frightening reality that international capital movements
could generate crisis, harming the weak as well as the strong. Hong Kong
caught the Asian flu even though our market and regulatory framework are
basically sound. Despite our competitive advantage in the region, market
sentiments are down on Asia as a whole. What Hong Kong must do is to
distinguish itself from its neighbours.

A second reason is that foreign investors view our linked exchange rate to
the US dollar as a weakness rather than as a strength.  Our currency is attacked
because people do not believe we can hold the peg in the longer term. The
result is high interest rates, making life difficult for all businesses dependant on
credit, and individuals who are servicing mortgages. The longer we take to
revive business confidence, the more the currency is likely to be tested.

Real Estate Sector

A third reason, | am afraid, is self-created. Both the Colonial and the
Special Administration Region Governments pursued land policies that were
poorly thought out and badly implemented. For example, while the current
Administration was right to increase land supply last year, it forgot to phase out
the anti-speculation measures. The Chief Executive also had the bright idea to
get people to buy property in a tight monetary environment via the sale of public
housing at steeply subsidized prices. This and other measures made people
uncertain about just what land and housing policy the Administration is
pursuing.

Recently, the Administration finally seems to have realized that it has to
restore faith in the asset markets of Hong Kong, otherwise, people will simply
not invest and spend, thereby further squeezing life out of a slowing economy.
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It is easy to knock the real estate sector. It is easy to say that our
economy should become less dependant on property. The reality is that this
sector has averaged 25% of Gross Domestic Product since 1980. The real
estate and construction share of total stock market capitalization is estimated to
be around 45%. Over 35% of bank lending is to support real estate and
construction. Some 33% of government revenue comes from them, and some
35% of public expenditure is spent on infrastructure and public housing. We
cannot change things overnight. | urge the Administration to review its land
and housing policy with the understanding that real estate is a deeply entrenched
and intricate component of the Hong Kong social and economic fabric. Any
changes need careful consideration and public consultation, otherwise, the fabric
could disintegrate to nobody's benefit.

Finance

As for finance, it is easy to blame speculators, but in reality, this sector
provides the essential components of facilitating capital and entrepreneurship.
In the wake of the regional crisis, there is a tremendous opportunity for Hong
Kong to consolidate and build upon its comparative advantage in Asia as a
regional and international financial centre. Hong Kong can be a capital-raising
centre of China, and if Hong Kong is to develop its own as well as China’'s
industries, and to invest in technology, then it needs more sophisticated financial
services, not less.

While Miss CHAN Yuen-han does not seem to think Hong Kong can be a
financial centre of China in the long term because China is reforming her
financial sector, | wonder why she believes that Hong Kong can be a high
technology centre of China. | ask Miss CHAN Yuen-han to look at our
comparative advantages in finance services. | certainly agree with her,
however, that we can develop many other services, but there is no need to
downgrade financial services in our longer-term thinking.

Articulate Long-term Plans
Finally, Madam President, this is the time for the public and private

sectors to help revitalize our economy. The public knows that the various
government rescue packages do provide some sort of short-term help, but people
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need to hear how each sector of business can make advances for the future.
They know that only this can help provide employment opportunities in the long
run.

The public and private sectors can join together to organize a series of
workshops in the coming months, at the end of which, various sectors can
provide a list of positive steps each of which can take to become more
productive, efficient and competitive. Showing confidence in the ability of
Hong Kong to improve will help revive general business confidence. Where
there are monopolistic practices, the Administration must adjust its policy to
encourage competition. Where the Administration has gone wrong, such as
with the management of the peg, its housing policy and the new airport, an open
admission of fault, together with corrective steps, will also help revive
confidence.

Lastly, | appreciate the Honourable SIN Chung-kai‘s amendment. He
has listed some positive areas for development, but that is hardly an exhaustive
list and it would be impossible for this Council in any motion debate to make the
most comprehensive list possible to revive Hong Kong's economy. | agree
with much of what is in Mr SIN Chung-kai’s list, however. | do believe it is
our job as political leaders to push for clarification of public policies, where it is
necessary. At this time, more than anything else, we too can help revive
business confidence.
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MR BERNARD CHAN: Madam President, enhancing the economy is now on
everybody's mind. We are told that the ailing economy would last for some
more time before we can see any sign of rebound. This is exceptionally
difficult for those who were used to a buoyant economy in the past decades when
setbacks were only brief and light. Honestly speaking, what we have to adjust
with the downfall is not only our financial strategy, but also a shift to a buoyant
personality. As the situation turns to a survival game, we shall see ourselves
much better — without inflating our power or privilege.

Our colleagues have so far tried to sort out the solutions to our difficulties
and put their ideas to the motion and amendments before us. Although | agree
with most of their underlying principles, | find the lengthy suggestions too
specific for a simple "aye" or "no" answer. As a member of the financial
industry, | would like to focus my discussion on the setting up of the second
board stock exchange market as suggested by the Honourable SIN Chung-kai.

A second board market will facilitate better flow of money and create
more room for small and medium-sized companies. | totally agree with this
argument. But when we zoom closer to the situation we are facing, we will
soon find out how insufficient the capital we have right now and how limited our
capacity is for regulating a newborn market.

The daily turnover of the stock exchange has plunged from some
$12 billion to an alarming $3 billion recently. Of the 600 listed companies,
less than 50 of them remain active in the bearish market. As a considerable
amount of capital has been tied up with the stock market, mostly with inactive
companies, investors are somehow short of funds for additional investments.

Secondly, the confidence of investors is exceptionally fragile in the
meantime. Our stock exchange regulator’s recent warning over misconduct in
the market has caused great alarm. Some smaller companies badly hit by
financial difficulties are under surveillance against alleged market manipulation.
| envisage that the problem will become more serious as the economy goes
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further down. Only if we are fully ready for a new market with proper
regulation can we go straight to the uncharted ocean. We should never tie our
fate with sheer chances. | am afraid our investors are too vulnerable for some
more blows if the second board market are found to be too risky.

As regards the Honourable Miss CHAN Yuen-han's motion, although |
agree that some sort of diversification is needed for our economy, | am afraid |
cannot say that the recent emphasis on financial business is wrongly placed. |
also regret that Mr SIN Chung-kai has put too much detail in his amendment,
which requires further study.

Madam President, | shall support the Honourable Miss Christine LOH"s
amendment. Thank you.
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MISS CHRISTINE LOH: Madam President, I move that the Honourable Miss
CHAN Yuen-han's motion be amended, as set out on the Agenda.
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Mr CHAN Kam-lam rose to claim a division.
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THE PRESIDENT announced that among Members returned by functional
constituencies, 21 were present, nine were in favour of the amendment, 10
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against it and two abstained; while among Members returned by geographical
constituencies through direct elections and by the Election Committee, 29 were
present, 14 were in favour of the amendment, nine against it and five abstained.
Since the question was not agreed by a majority vote of each of the two groups
of Members present, she therefore declared that the amendment was negatived.
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Mr CHAN Kam-lam rose to claim a division.
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THE PRESIDENT announced that among Members returned by functional
constituencies, 21 were present, five were in favour of the amendment, 13
against it and three abstained; while among Members returned by geographical
constituencies through direct elections and by the Election Committee, 29 were
present, 14 were in favour of the amendment, nine against it and four abstained.
Since the question was not agreed by a majority vote of each of the two groups
of Members present, she therefore declared that the amendment was negatived.
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Miss CHAN Yuen-han rose to claim a division.
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THE PRESIDENT announced that among Members returned by functional
constituencies, 21 were present, eight were in favour of the motion, six against it
and seven abstained; while among Members returned by geographical
constituencies through direct elections and by the Election Committee, 28 were
present, 15 were in favour of the motion, three against it and nine abstained.
Since the question was not agreed by a majority vote of each of the two groups
of Members present, she therefore declared that the motion was negatived.
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Adjourned accordingly at three minutes to Midnight.
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Annex |1
WRITTEN ANSWER

Translation of written answer by the Secretary for Trade and Industry to
Mrs Selina CHOW's supplementary question to Question 2

The Credit Guarantee Scheme was set up on 3 June 1998. As at 22 July, a total
of 12 applications have been received. Among them, eight have been approved
and the average processing time required is three working days. All of them
have been completed within the target time.



