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MR RONALD ARCULLI: Madam President, debates on policy addresses are
generally reflections by Members of this Council of their dissatisfaction with the
Government's stingyness when times are good. It, therefore, comes as no
surprise that when times are tough, as it is now, Honourable colleagues and
indeed the community expect the Government to do away with all our troubles in
one stroke. In the absence of an instant cure, someone has to be the fall guy
and who is an easier target than our Chief Executive, Mr TUNG Chee-hwa?
But is this fair or realistic?

Madam President, I shall divide my comments broadly into three sections.
First, | will deal with housing and financial services, then with the cost to the
community of the public sector expenditure and conclude with constitutional
affairs, the relationship between the executive and the legislature and the three
amendments.

Madam President, many of us recognize the importance of economic
growth to any community and Hong Kong is no exception. Even our
democrats acknowledge this, although democracy seems to remain their top
priority. Many of us also recognize the tremendous contribution that the
property and construction and the financial sectors have made and will
undoubtedly continue to make to our economy. Indeed, the policy address
rightly compares Hong Kong to New York and London and sets the attainment
of a similar status as our ultimate goal. At the risk of being immodest, |
daresay that goal is within our reach, but we will have to pay our dues.

In seeking such a status, we must not be deterred from making changes to
ensure that our financial markets are well-regulated, open and fair. We must
not be blind to or fear criticisms and must keep abreast of developments in
global financial markets. Indeed, when we are convinced we are right, we
must not be shy to put forward new ideas as our Financial Secretary did in his
latest sales trip to America and Europe. Although it is early days, the signs are
encouraging that we will see a new order for regulating global financial markets.
Hong Kong is undoubtedly the best equipped financial market in Asia to play a
leading role, and | welcome the Financial Secretarys invitation to host G-22
meetings in our search for a solution. Madam President, in seeking that
ultimate status, we must not forget that our own people must play an important
role. By its very nature, the financial services sector is highly demanding and
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competitive and it, therefore, expects a highly professional and skilled
workforce. It is in this area that the regulators, market participants and the
professions can and should seek the support of the Administration, should policy
or legislative changes being necessary. Government-led changes are the least
desirable courses because they will lead to criticisms of government intervention,
but worse still, sometimes governments do get it wrong and our Government is
no exception.

Madam President, no international financial centre can sustain its position
without a debt market. In this respect, | urge the Administration to use its
powers of persuasion and whatever else it takes to accelerate the process. We
have spoken about this for sometime, and the establishment of the Hong Kong
Mortgage Corporation was a good step in that direction, but | do believe we are
moving too slowly. We must give our local and indeed foreign investors as
many investment alternatives in our financial markets as possible. Madam
President, this goal needs not go through any strategic thinking process. We
should just do it.

Madam President, in the past few months, the steep decline of property
prices brought about calls from all and sundry for measures to be taken to
stabilize the market. The policy address has rightly acted on such calls not —
| emphasize "not™ — for the purpose of supporting property prices or property
developers, but out of concern that if the decline is unchecked, it will affect the
banking sector and that will be in nobody’s interest. A stable property market
Is vital to restoring confidence which is necessary for stimulating domestic
spending. A review of our housing policies is also timely.

Madam President, | say that the housing review is timely because we have
not kept pace with the times. Those in most need of public housing have to
wait six and a half years. The problem is even worse when it comes to our
elderly, for the majority of them die before they are housed. On top of this, we
have those living in caged bedspaces and rooftops, as well as an ineffective
urban renewal strategy plus industrial areas that have long outlived their
usefulness.

Madam President, one key issue is subsidized home ownership. The
markets have been somewhat puzzled by the variety of schemes to promote
home ownership and the role of the Government in housing production. The



rEw — 1998 F 108 22 H
LEGISLATIVE COUNCIL — 22 October 1998 149

subsidies are either bricks and mortar or by way of loans. But in view of the
many complaints about public sector homes under the Home Ownership Scheme,
the Private Sector Participation Scheme or the Sandwich Class Housing Scheme
ranging from the time it took to produce to the lack of reasonable quality in the
end product, would it not be much better to subsidize home ownership by way of
loans rather than by "bricks and mortar"? It would be far more productive to
concentrate on this method and work out the details including transitional
arrangements.

Madam President, every year, Members of this Council put forward
expenditure and revenue proposals. It has been relatively easy in the past,
because we have had sustained growth and the problem we had was how to
spend money and how to restrain government appetite for revenue. Sadly, this
year is different. Perhaps, this is why the Administration's medium range
forecast of our trend growth for the next Budget is pitched at a somewhat
optimistic 4%. This will give us a tidy $6.8 billion of "new" money for new or
improved services. Many Honourable colleagues were pleasantly surprised by
the Administration's adherence to this forecast, but why should we doubting
Thomases? | hope this is not a crumb thrown to us to silence our dissatisfaction
with the half-hearted and almost pitiful attempt in obtaining a productivity gain
of a mere 5% over a three-and-a-half-year period under the Enhanced
Productivity Programme (EPP). Nor | hope is this a trade-off, an attempt by
the Financial Secretary to increase taxes and revenue in the next Budget.

Madam President, those of us who have been in this Council for more
than one term will know the efforts made by this Council in persuading the
Administration to cut wastage, cost, red-tape and layer over layer of civil
servants or those in the public sector, as well as increase productivity and
efficiency. Itis high time the whole Civil Service and the subvented sector take
quick action in this regard. But we must not stop there. The EPP should also
apply to non- government public spending like the Urban Services Department,
the Regional Services Department and the Housing Department which together
have an operating budget of over $20 billion. It should also apply to trading
funds departments which have a total operating expenditure of some $4 billion.
Madam President, the list does not stop there either. One example of too much
bureaucracy and too many layers is our Education Department, where 3 000 out
of 7 000 staff are not involved in direct school duties. Furthermore, each year,
some 3 000 to 4 000 civil servants retire and that by itself present an opportunity
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to save anywhere up to about $1.5 billion per year without taking into account
0N-Costs.

Madam President, the Administration has a golden opportunity to restore
public confidence by pleasantly surprising us with a larger than 5% productivity
gain and a drastic rethink of the way the public sector operates. Both are long
overdue.

Madam President, this brings me to the relationship between the executive
and this Council. Cynics might say what relationship? Both historically and
under the Basic Law, ours is an executive-led Government, but what does that
mean? True, there is a measure of consultation by our Bureaux Secretaries
regarding new or changes to existing policies or legislative proposals. But
even with the best will in the world, there are bound to be disagreements. In a
system where Bureaux Secretaries have the power and perhaps accountability
but with virtually no consequences if a wrong decision is made, while an elected
legislature has both accountability and responsibility to the voters and effectively
only a veto power, we have a recipe for collision. | remember when the
Liberal Party first called for a ministerial system in 1994, we had few supporters.
Today, we count among supporters for a ministerial system some senior civil
servants. But will the introduction of a ministerial system make all these
problems disappear? Of course not, but it will go a long way in producing a
smoother and much better balance of power, accountability and responsibility.
But that having been said, | think it is fair to say that the consultative process
whilst improving still has some ways to go. On our part, the Liberal Party will
continue to strive for improving relations with the executive, but we will not
shirk from criticizing the executive when we believe that the executive is wrong.
In this respect, | would reiterate our position regarding the two Municipal
Councils. As the Administration has only set out its position in the policy
address, it does not seem fair that the public support for abolition of the two
Municipal Councils is relied upon without telling the public the total plan. Itis
only when all of us know the whole plan that we can gauge whether that support
is still there.

Finally, I would like to say a few words on the amendments put forward
by my Honourable colleagues. First of all, we have to understand that a
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motion of thanks is, by nature, a matter of protocol. The motion itself does not
touch on the substance of the address. Therefore, | see no point for any
amendment to be made to the motion. If Members wish to make criticisms to
the policy address, they can do it through the debate. If there are some
Members who find the policy address completely unacceptable, they can choose
to vote against the motion which is equivalent to a vote of no confidence.
Moving amendments to a motion of protocol is neither necessary nor-reasonable.
The Liberal Party will, therefore, support the original motion but not any of the
amendments.
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MR BERNARD CHAN: Madam President, Mr TUNG's address to this
Council on 7 October was constructive — it has rightly discerned a long and
weary path to strike after innovation and technology. He has overhauled our
economic plight and has highlighted some of our strengths, on which we can
rebuild our critical economy. Everything is on Mr TUNG"s agenda but the
public seem to have no reason to celebrate — perhaps, they have yet to be

moved by his lengthy appeal.

Mr TUNG has figured out a number of fundamentals crucial to economic
recovery, but he has apparently omitted an important element, that is, popular
faith in the Government.

Without instant cure for the economic downfall, the lurking pessimism in
society can be defeated only by inspirations and visions — that our community

Is heading for a sounder economy and a more comprehensive development.
While Mr TUNG was talking about innovation and technology, we were anxious
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to know what to produce, where to get the experts, how to motivate investors
and how to equip our students. But to my disappointment, the policy address is
silent on these important aspects.

The Government's performance in the past year has created serious
concerns in the business community about the competence of its leadership.
Obviously, the power of the Government's words is waning. The banks, which
have seriously been hurt by the volatile interest rates market, continue to cut
loans and inhibit new initiatives. Determination of the Government to go to
high technology has yet to facilitate credit for untried businesses on technology.
This is the same for many small and medium enterprises, which fail to obtain
capital from the $2.5 billion loan scheme. As long as confidence in the
financial market is fragile and the credit crunch stays on, the business
environment can hardly improve in the near future.

It is absolutely clear that faith in a better future is fundamental to further
investment.  Only if investors trust the Government and its policy analysis, and
believe that things will turn out as the Government predicts, will they inject
money into the market.

| regret to say that Mr TUNG's Government is now under real tests after a
series of policy blunders in the past year. Albeit we have an excellent
administrative system, strong fiscal reserve and officials with distinguished
integrity, the Government's slow reaction and wrong guesses have resulted in
chaos in the opening of the new airport, the virus control and in the financial
market.

| understand that our Government has a tradition of being minimal and
adopts laissez-faire policy in many areas. But the fact is, laissez-faire policy is
not a universal doctrine applicable to all but is now under stern criticism. A
smooth implementation of policies hinges on a mastery control of the situation
and a sharp monitoring of popular sentiments.

For example, in order to facilitate economic revival and enhance
competitiveness, the Government should consider a master plan for an all-round
reduction in rents, rates, utility fees, taxes and salary costs. Staff cost in the
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past years has been surging with the cost of living. A reduction all across the
board implies devaluation in the mildest manner, which will help in our race
with our regional competitors who have just experienced a painful slash of
currency values. A successful implementation of the reduction plan lies with
prudent calculations, forceful political lobbying and effective shaping of public
opinions.

To my disappointment, the Government has been powerless to deal with
people’s vigorous grievances. Poultry farmers and traders, fishermen and
stockholders received government aid after they took to the street. | do not
mean that the aid is unjustified, but am worried that the Government's failure to
pacify public discontent will be conducive to a dependency culture. The
competitiveness of our economy will so be damaged. It will create concern that
the strength of the Government lies only with its strong money reserve, rather
than administrative power.

Instead of responding passively to outcries of discontent in society, the
Government should play a more proactive role to change the economic and
political scenes. Pre-emptive measures should have been taken to plug
loopholes in the existing system and legislation well before the situation loses
control, if our officials have been sensitive enough to notice the omen and
identify the problems.
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| am expecting the Government to take the lead in creating more vibrant
social atmosphere and inspire the public with its discerning leadership.

| also expect Mr TUNG to be equally determined as he heralded the
concept of sustainable development in the policy address. The concept has yet
to be enshrined by legal provisions, nor is coupled with mobilization of
community resources, economic incentives or moral inspirations.

Sustainable development is a comprehensive plan affecting the
conservation of environment, land use, transport, pollution control, recycling
operations, species protection and so on. By implementing the plan,
investment opportunities and new jobs can be created.

For example, recycling is now on the low list of the policy agenda. It is
taken only as a form of waste collection. Many recycling factories have moved
to mainland China so as to cut operating costs. It is extremely cost ineffective
to ship local recyclable materials, such as paper, glass, plastics and metals, to
cross the border and bring back recycled products afterwards.

By employing the concept of sustainable development, we may consider
incorporating recycling with high value-added industries through proper
research and massive participation. Social service agencies may help mobilize
underprivileged groups to collect and classify recyclable materials with proper
reward. Industrial designers may inject creative ideas into recyclable products.
Tax and land concessions may be given to owners of recycling businesses.

A genuine support of the policy of sustainable development involves more
drastic moves. The Government may take reference of the "accumulative
green credits" system of Germany, which gives credits to companies doing green
businesses. Companies selling packaged products bear "disposal liabilities™ in
form of levy, unless they support recycling firms to collect disposed packages.
Companies producing hi-tech green products are also given financial incentives.

The incredibly huge amount of solid wastes generated by our society pose
a major threat to the future of Hong Kong. | believe that green awareness can
be enhanced only with concerted efforts from both the public and private sectors.
The Government must have an integral part to play in making Hong Kong a
green culture.

Madam President, | will support the original motion.
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Adjourned accordingly at thirteen minutes to Nine o"clock.



