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OFFICIAL RECORD OF PROCEEDINGS

2001 £ 11 A 21 HEH=
Wednesday, 21 November 2001

TH 28530 D EEMA
The Council met at half-past Two o'clock

HFEZS
MEMBERS PRESENT:
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THE PRESIDENT
THE HONOURABLE MRS RITA FAN HSU LAI-TAI, G.B.S., J.P.

THHHEA J.P.
THE HONOURABLE KENNETH TING WOO-SHOU, J.P.

mit##E & > G.B.S., J.P.
THE HONOURABLE JAMES TIEN PEI-CHUN, G.B.S., J.P.

KigiEa 0 J.P.
DR THE HONOURABLE DAVID CHU YU-LIN, J.P.

{n] 75 B 7% &
THE HONOURABLE CYD HO SAU-LAN

(CIRVE 3=
THE HONOURABLE ALBERT HO CHUN-YAN

fmERFER - J.P.
IR DR THE HONOURABLE RAYMOND HO CHUNG-TAI, J.P.



e — 2000F 11 B 21 8
2 LEGISLATIVE COUNCIL — 21 November 2001

ZHEgske > S.C., I1.P.
THE HONOURABLE MARTIN LEE CHU-MING, S.C., J.P.

FxRit#A - 1.P.
THE HONOURABLE ERIC LI KA-CHEUNG, J.P.

ZEE#®E > G.B.S.,J.P.
DR THE HONOURABLE DAVID LI KWOK-PO, G.B.S., J.P.

FHYHE 0 J.P.
THE HONOURABLE FRED LI WAH-MING, J.P.

FAAEREE 0 J.P.
DR THE HONOURABLE LUI MING-WAH, J.P.

R B E 0 J.P.

THE HONOURABLE NG LEUNG-SING, J.P.
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THE HONOURABLE MARGARET NG

FZme#EE - J.P.
THE HONOURABLE MRS SELINA CHOW LIANG SHUK-YEE, J.P.
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THE HONOURABLE JAMES TO KUN-SUN
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THE HONOURABLE CHEUNG MAN-KWONG

FRE#A 0 J.P.
THE HONOURABLE HUI CHEUNG-CHING, J.P.
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THE HONOURABLE CHAN KWOK-KEUNG

SRR ES - J.P.
THE HONOURABLE CHAN YUEN-HAN, J.P.
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THE HONOURABLE BERNARD CHAN
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THE HONOURABLE CHAN KAM-LAM

PRIZ5#E - S.B.S., J.P.
THE HONOURABLE MRS SOPHIE LEUNG LAU YAU-FUN, S.B.S., J.P.
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THE HONOURABLE SIN CHUNG-KAI
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THE HONOURABLE ANDREW WONG WANG-FAT, J.P.
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THE HONOURABLE WONG YUNG-KAN
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THE HONOURABLE JASPER TSANG YOK-SING, J.P.
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THE HONOURABLE HOWARD YOUNG, J.P.
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THE HONOURABLE LAU KONG-WAH

BEzmHEE  G.B.S., J.P.
THE HONOURABLE LAU WONG-FAT, G.B.S., J.P.

FlEE#EE 1P,
THE HONOURABLE MIRIAM LAU KIN-YEE, J.P.

RliEgFE > G.B.S.,J.P.
THE HONOURABLE AMBROSE LAU HON-CHUEN, G.B.S., J.P.

FIEWHEE - J.P,
THE HONOURABLE EMILY LAU WAI-HING, J.P.

EREHEAR
THE HONOURABLE CHOY SO-YUK

WHRE&EA

THE HONOURABLE ANDREW CHENG KAR-FOO

A fEEE A
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THE HONOURABLE TOMMY CHEUNG YU-YAN, J.P.

R B A A
THE HONOURABLE MICHAEL MAK KWOK-FUNG

PR E R B
THE HONOURABLE ALBERT CHAN WAI-YIP

Gk BE A

DR THE HONOURABLE LO WING-LOK
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THE HONOURABLE WONG SING-CHI
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ERFEZEE
MEMBERS ABSENT:
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THE HONOURABLE LEE CHEUK-YAN

REH¥EFEE M.H., J.P.

THE HONOURABLE LEUNG FU-WAH, M.H., J.P.

HEHRES :
PUBLIC OFFICERS ATTENDING:

B F R RS EL - GBS, 1P
MR MICHAEL SUEN MING-YEUNG, G.B.S., J.P.
THE CHIEF SECRETARY FOR ADMINISTRATION

W AR R R eL 0 GBS, JP.
THE HONOURABLE ANTONY LEUNG KAM-CHUNG, G.B.S., J.P.
THE FINANCIAL SECRETARY
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THE HONOURABLE ELSIE LEUNG OI-SIE, J.P.
THE SECRETARY FOR JUSTICE
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MR CHAU TAK-HAY, J.P.
SECRETARY FOR COMMERCE AND INDUSTRY
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MISS DENISE YUE CHUNG-YEE, G.B.S., J.P.
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SECRETARY FOR THE ENVIRONMENT AND FOOD
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SECRETARY FOR ECONOMIC SERVICES
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MR CLEMENT MAK CHING-HUNG, J.P.
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CLERKS IN ATTENDANCE:
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MR RICKY FUNG CHOI-CHEUNG, J.P., SECRETARY GENERAL
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MR LAW KAM-SANG, J.P., DEPUTY SECRETARY GENERAL
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MS PAULINE NG MAN-WAH, ASSISTANT SECRETARY GENERAL
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MRS JUSTINA LAM CHENG BO-LING, ASSISTANT SECRETARY

GENERAL
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£ 32
TABLING OF PAPERS

THI SRR E (EBEHA) B 21 B QB HE R :
The following papers were laid on the table pursuant to Rule 21(2) of the Rules
of Procedure:

i &8 i Bl L E L R
(2001 & KAfiet (HINHR - BERTEHAE)
(BET) D) o 240/2001
(THREE#ESR (CEEEGE) HAD) ... 0 . 241/2001
Subsidiary Legislation/Instruments L.N. No.

Census and Statistics (Survey of External Claims, Liabilities

and Income) (Amendment) Order 2001 ........... 240/2001
Chief Executive Election (Election Petition) Rules....... 241/2001
H At S
#2698 9 — HHEEENEER
200072001 & %
#2219k — MMERIEFRHEESEZES
2000 4F 4F #
2808 2 — HWEHBEBRWEE
TEEERE-EE
7 v R AT BUE U IR B 28 T A SR
52958 2 — HEBERE=TLEHRHSSH

T EEAFIER — ZFF-FTH
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(2001 M H (BF]) ROIER) ZEFRE

Other Papers

No. 26 — Hong Kong Productivity Council
Annual Report 2000/2001

No. 27 — Pneumoconiosis Compensation Fund Board
2000 Annual Report

No. 28 — Report of the Director of Audit on the Accounts of the
Government of the Hong Kong Special Administrative
Region for the year ended 31 March 2001

No.29 — Report No. 37 of the Director of Audit on the results of
value for money audits — October 2001

No. 30 — Accounts of the Government for the year ended 31 March

2001
Report of the Bills Committee on Inland Revenue (Amendment) Bill 2001
REEWHOREE
ORAL ANSWERS TO QUESTIONS
TE:EH - BREHE R gEE M NE MEEERARNME 12 2
15 73 ## - £2 B 3 Y 3 & A) (8 Jo 18 H i 70 '8 B 58 B 7E 2 il 0T B B I e R
REMRE > PERRRER -

55— EE -
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EEREREREHNFLUHERE
Manufacturing Defects of HKSAR Passports

\. BEERE LW BH TEEBHKTEGEZNEGERFNTTEE
( “FFlE" )EN A R F L L2 B H F A B
BFA] & &M A -
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REBRE - £
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—H - FHENEREE 5 170 ERC HRERDN 0.007% -

\

(Z) BAEREIR &4 L ER 5 EF - HIREDEZ MR BE B I > "l e & & IR AE
iy 17 300 1] = T =2 R P 20 -

(=) AGEh &M & - O s i P8 I RS e - 78 Bl BORF L B D
WE R % - ZEm 20010 F 11 A 13 HRERNERER - f£&AK
AR E RS = H ZHE NS — B EARE - el A
A ANRE - RES > REMMAAEENER  BEETF
e M > I EARRBES KB =H M > DI E 2Z REF
“HAT S ER -

AR AT BIAE 2002 4 4F 0P 5 1 O S R G O S U 2
R+ A A L o5 R B T A A M AL A b
B o LR E (B A
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REBBERE ' EFE GEREMAKHEBERN G ASKEMEZ T
FTCLIEE#ETHIIE - ASEE & S BEiR i E B IR - I 258 BUS AL B Al
Ao —HEEAT  ZREEEERDILEE KL -

BUTEME © F I HMER I E DL BIENE ? 5 7 T
BB A IR RAEIE 2 5 e 52 7 70 19 T 63 0 05 05 0+ 60 97 4 3
B 2

REBBERE ' EF HA HESCEHORTEFACNELEZEFBRER > 285
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SEEF AR R IR EIT RS o N o BR TR EGE IR 0 AT R I A AE (Y
B2 ~ SIS B2 G/ — Iy REF - MAEZIE R ®R EET IR
wo Ay I b e T A R AT LA R ] R

H A B L e R B (R S T 58 > (B EEHM R A HE TEH -
AB A EAE 2002 FEFEERRER - @ HRFFEERTEK - Y
IRF 1~ AT DA o 28

ESRERE  LF 0 EHE T — 0B K 5B P H T B ZE
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RERBRBER: X EZEEEN - AT A w5 R SCBE (8 i E -

MERBE - L7 AR [5E 7 FHL 77 EH A7 H o AWRERG T E
HEHZN  EZFH] ELNZT A BIKA i e 15 E B KT EE
Hl?

REBBEEF  WEKMEEENMAREY - G £ AR A&
ARt Bl 22 > M 2E@EAE - ERTERRABEBIZ » FAE]
A ERIR B A > & E S REEA e -

EE O RAEEAS HES -
FHAELSEMAMEREENR

Impact of China and Taiwan's Accession to WTO on Hong Kong

2, ZFRREE:LH FTHASECHENAMIRE GM% "HE" ) -
BLIL - BT ] & AR -

(—) EREEEFGTENAME T EGZEZE a0
17 at REJE -
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Pessimistic Mood of Foreign Investors Regarding Prospects of Local
Economy
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MR ABRAHAM SHEK: Madam President, the survey conducted by the Hong
Kong-based Political and Economic Risk Consultancy Limited must be a
masterpiece, as it is open to different interpretations. May | ask the Secretary
to comment on this. The report said that the Singaporean Government is good
at expecting and preparing for changes, whereas the Government of the Hong
Kong Special Administrative Region copes with changes only when they arise.
Firstly, I would like to ask what interpretation the Government gives to this
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statement; and secondly, if it is in the affirmative, how they are going to react,
and if it is in the negative, what their interpretation is ?
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Transport Services and Subsidies for Disabled Persons
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WRITTEN ANSWERS TO QUESTIONS
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Support Services to Young Hong Kong People Allegedly in Breach of
Mainland Laws
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MR ABRAHAM SHEK: Madam Deputy, Hong Kong has achieved remarkable
economic success, but we lag behind other world-class cities in the conservation
of our environment.

Conservation of our environment should not be confined only to habitats
and species, but should also include historical buildings, archaeological tombs
and sites, bridges, and even our beautiful harbour. As many of my Legislative
Council colleagues have already pointed out the importance of ecological
conservation, I would like to draw your attention to heritage conservation and
preservation, which is of equal importance to improving our quality of life and
the environment of Hong Kong.

Historical sites and buildings not only enhance our sense of belonging, but
also constitute an important part of our physical and natural environment. We,
Members of the Legislative Council, have benefited from heritage preservation.
The most outstanding feature of the Legislative Council Building is the pediment
in the centre portion which is surmounted by a blindfolded Statue of Justice.
Thanks to monument preservation, the Statue, after 90 years since it was built, is
still overlooking Central and reminding Legislative Council Members of our
duty to uphold the rule of law.

Unfortunately, for years Hong Kong did not have a broad and long-term
heritage and conservation policy. Conservation work is conducted under
various ordinances which deal separately with antiquities and monuments,
environment, town planning, and urban renewal.

To ensure that due emphasis and priority are continuously given to
heritage preservation in the impending renewal programme, we need to establish
a set of comprehensive conservation policies for natural and man-made
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environment. We need to review all the relevant ordinances for improvements
and advocate better co-ordination and interface of a legal and structural
framework between them.

How can we achieve this objective when conservation proposals often
create conflicts between economic development and balanced social development?
I am well aware that many historical buildings and sites as well as ecological
sites are the property of private landowners. As land is precious in Hong Kong,
conservation may imply additional economic cost for them.  Successful
conservation, therefore, requires the Government's financial commitment. But
we must not place an unreasonable economic burden on the Government. We
do not want to see buildings of great historical value be demolished or ecological
sites be destroyed, but on the other hand, neither do we want to see Hong Kong
suffer economically as a result of conservation decisions.

Apart from direct cash buy-out, I believe that the Government should
consider a set of incentive schemes, including bonus and transfer of development
rights, extended leases, land premium exemption, tax incentives, and so on, to
attract landowners of historic properties and ecological sites to agree to
conservation. This set of schemes should also be applied to owners of wetlands
and other ecologically valuable habitats.

Public participation is also a vital part in a successful conservation policy.
A more innovative approach should be taken to stimulate private sector
involvement. Equally important is to promote awareness of the need for
heritage and ecological conservation amongst government and public agencies in
their planning and development process.

Madam Deputy, I have so far focused my speech on heritage conservation.
But I believe that the same environmentally friendly attitude used in heritage
conservation can also be applied to ecological conservation.

Consider how small Hong Kong is physically, the biodiversity and habitats
that we have are surprisingly rich. Every year, about three million migrant
birds stop for food at the wetland in Mai Po en route from places as far as Siberia
and Australia. These wild "visitors", together with other ecological species and
natural landscapes, are natural beauty for our enjoyment, and their continuous
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presence is as important an indicator of a truly world-class city as economic
development.

To preserve ecological environment with a reasonable price tag,
innovative conservation solutions are called for. Proactive measures by the
Government need not be anti-business or super-expensive. In recent years,
tourists are more and more attracted to eco-tourism. The eco-park concept may
be a way out for local habitats such as Long Valley and endangered animals such
as pink dolphins. But before we can achieve any success, we need to outline a
policy framework on which various conservation approaches could be
sufficiently discussed.

Insufficient consideration given in the past to conservation has done
irreversible damage to our Victoria Harbour and many other indigenous wild
"residents”. We must not, and should not, repeat the same mistake again. If
Hong Kong is to be a world city, it is time for the Government of the Hong Kong
Special Administrative Region to articulate a practical and forward-looking
conservation policy that befits the first class status that Hong Kong aspires to.

Madam Deputy, with these words, I support both the original motion
moved by the Honourable CHOY So-yuk and the amendment moved by the
Honourable Mrs Sophie LEUNG.

Thank you.
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DR RAYMOND HO: Madam Deputy, with the scarcity of land in Hong Kong,
continuing urbanization has always been placing tremendous pressure on local
natural environment and ecology. Quite a number of people in Hong Kong go
so far as to say that Hong Kong cares only about economic development and pays
no attention to the environment.

However, if we spare a minute to look at the map of Hong Kong carefully,
it is not difficult for us to find quite a number of conservation areas, country
parks, marine parks, marine reserves and so on. Among them, the Mai Po
Marshes are one of the most internationally renowned wetlands. The area
provides a rich habitat for migratory and resident birds.

If so, how come there is such a wrong perception that Hong Kong does not
care about conservation? I would say that a lack of clear and specific
conservation objectives on the part of the Government is to blame. The current
conservation efforts look fragmented and piecemeal. Just like any policy areas
of the Government, there should be a coherent set of objectives to ensure the
effectiveness of the conservation policies.
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For achieving these objectives, the Government will need reliable and
correct information for drawing up an effective conservation work plan. Hence,
I agree that an ecology database must be set up expeditiously. As part of the
effort, local tertiary institutions should also be encouraged to undertake
education and research work on conservation.

In order to resolve the differences between interested parties and
concerned groups on conservation issues, the Government has to play an
important role in promoting all relevant parties to engage in open dialogues and
discussions. Conservation of ecological environment on privately-owned land
is particularly sensitive. It is important that the interests of various parties
involved, including the owners, are to be attended to.

Madam Deputy, some people believe that conservation of natural
environment is a luxury. I will not dispute their claim if we pursue
conservation for its own sake without considering the well-being of society as a
whole. As an engineer by profession, I see the need of development. But my
professional training has also taught me the importance of conservation and
environmental protection. Therefore, I truly believe that we should strike a
rational balance between conservation and development. I so submit.

Thank you.
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THE PRESIDENT resumed the Chair.
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Mrs Sophie LEUNG rose to claim a division.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 24 were present, 13 were in favour of the amendment, nine
against it and two abstained; while among the Members returned by geographical
constituencies through direct elections and by the Election Committee, 23 were
present, five were in favour of the amendment and 17 against it. Since the
question was not agreed by a majority of each of the two groups of Members
present, she therefore declared that the amendment was negatived.
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Mr LAW Chi-kwong rose to claim a division.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 25 were present, six were in favour of the amendment, nine
against it and 10 abstained; while among the Members returned by geographical
constituencies through direct elections and by the Election Committee, 25 were
present, 13 were in favour of the amendment, five against it and six abstained.
Since the question was not agreed by a majority of each of the two groups of
Members present, she therefore declared that the amendment was negatived.
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DR RAYMOND HO: Madam President, Hong Kong has been in an economic
slump for several years and it is quite likely that the situation will not improve in
the immediate future. Over the past few years, the economic doldrum looming
over us has resulted in the hardships of private companies, leading to layoffs and
hence a rise in the unemployment rate in Hong Kong. Unfortunately, this
situation continues to worsen. Last Monday, the provisional unemployment
rate between August and October this year was announced and the rate went up
t0 5.5%. Compared with the unemployment rate between July and September,
there has been a 0.2% increase. This implies that people in Hong Kong as a
whole are becoming poorer and poorer. If this situation persists, the wealth gap
between the rich and the poor will become wider and wider. In my opinion, it
is imperative for the Government to critically review the situation and formulate
policies to improve the livelihood of the poor.

Madam President, the wealth gap that I referred to earlier was mentioned
not without grounds. The 2001 Population Census reveals that there is a rise in
the Gini Coefficient, which is a globally recognized measure of income equality.
Ten years ago, the Gini Coefficient was 0.476, but now it stands at 0.525. A
rise in the Gini Coefficient means greater inequality and it carries economic,
social and political impacts on our society.

While some people are rich, some people in Hong Kong are poor and
many of them rely on the Government for financial assistance. If our
Government does not solve the wealth gap problem as soon as possible, it will
add financial burden to the Government. Worse still, poverty does not only
lead to financial problems to the Government, but also to firms in the private
sector. For example, it was reported recently that more people in Hong Kong
dine at home rather than eating out at restaurants now in order to save money.
This also adversely affects the beverage industry. Besides, it is said that
poverty also leads to social unrest. In fact, poverty is not an uncommon reason
leading to demonstrations and revolts in some overseas countries.
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In early October this year, seven political parties together with the
Breakfast Group reached a consensus and proposed seven recommendations to
the Government in order to alleviate the present economic downturn. I am sad
that very few of the proposals are accepted by the Government, let alone all
seven proposals accepted in totality in order to boost people's confidence. In
the 2001 policy address, the Government promises to provide 30 000 job
opportunities. In my opinion, one of the major reasons leading to the disparity
between the rich and the poor is the high unemployment rate. I hope that the
Government in the near future can provide more long-term and short-term job
opportunities to Hong Kong people. On the other hand, I hope that the
Government will really speed up the implementation of infrastructural projects.
It is reported that the unemployment rate in the construction industry is the
highest among all industries in Hong Kong.

Hong Kong is a society of free economy, so all people have an equal
opportunity to make money, whether they are rich or poor. In order to improve
their livelihood, people in Hong Kong should equip themselves with various
kinds of knowledge and keep themselves updated. This is particularly
important now because we are moving towards a knowledge-based economy. 1
hope that the Government can provide more training courses at low prices or
even free of charge to those unemployed and unskilled people so that they will be
able to make a living on their own and improve their livelihood.

Providing financial assistance to the poor is only a short-term strategy to
relieve the poverty problem. In order to narrow the gap between the rich and
the poor, it is necessary to improve the current unemployment situation. In my
opinion, providing job opportunities is the best way to solve the problem in the
long run. Only until people are in employment will their livelihood be
improved and will they have confidence in Hong Kong.

Madam President, I so submit. Thank you.
MEMBE EK EARAEEENNEE L2 BEHTLZ2&EK -
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MR ABRAHAM SHEK: Madam President, the income disparity among
different groups of people in Hong Kong has been worsening for the past few
years, and it is getting worse. The initial results of the latest census released by
the Census and Statistics Department (C&SD) in October 2001 show that the
Gini Coefficient, which measures the disparity between a society's rich and poor,
has reached a new high of 0.525, up from 0.476 ten years ago. Although some
government officials said that this figure was lower than those of some European
countries such as the United Kingdom, it was substantially higher than that of
Japan and was among the fourth worst in the world. It definitely is not a
welcome trend, nor are we to be proud of it.

As we all know, the economy of Hong Kong is dominated by the service
sector. Currently, 85% of Hong Kong's Gross Domestic Product comes from
the service sector. Agricultural and fisheries activities are almost non-existing.
Many manufacturing industries have moved up to China. The economic
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restructuring, combined with the Asian financial turmoil, has brought hardship to
the middle-class and the low-skilled workers. Market competition is more
severe than before. Following globalization, we will not only face Asian or
mainland competitors, but competitors from all over the world. Low-skilled
labourers will have difficulties in finding jobs in the market since manufacturing
industries have moved to China and the service industries are on the decline.

Following the economic restructuring, the gap between the rich and the
poor is getting bigger. According to figures from the C&SD, the monthly
domestic household income of the high-income group from 1991 to 1996 rose by
14% , whereas that of the low-income group rose by 1.4% only. From 1996 to
2001, the monthly domestic household income of the low-income group
decreased by 12.4%, whereas that of the high-income group decreased by 3%
only. The above figures revealed that household income of the low-income
group increased slightly in good days, but decreased significantly after the Asian
financial turmoil. In contrast, that of the high-income group has only been
slightly affected by the Asian financial turmoil. As the economy is moving to
high value-added activities requiring labour with knowledge and skills, it is
difficult for the low-skilled labour to find new jobs. This widens the income
disparity between the rich and the poor.

In my view, the Government has to concern itself with the diminishing
middle class. Some of the middle-class elites have lost their advantage in the
process of economic restructuring. The diminishing middle class is
unfavourable to social stability. The cushioning effect is no longer there as it
used to be.

Madam President, alleviating the income disparity between the rich and
the poor should be a long-term goal of society. To achieve such a goal, a total
reliance on the Government is insufficient and is impractical. Individual efforts
of citizens to improve their working ability and quality of life are essential. The
Government has already made such effort to narrow society's income disparity.
Investment in education provides a significant example. $5 billion has been
allocated for continuing education in the Chief Executive's 2001 policy address.
This shows that the Government actively encourages people to improve their
livelihood by upgrading their own knowledge and skills. Education and
retraining had been the catalyst in the past in promoting the social status of the
underprivileged. Yet, education is a long-term investment which takes time to
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provide rewards. In view of this, I suggest that the Government should adopt
some relatively short-term measures to improve the livelihood of low-income
group, namely the poor:

- To review the existing social welfare policy so that adequate care
can be provided to the needy, particularly the elderly.

- To build more public rental housing units so as to relieve the
financial burden of the low-income households living in private
tenements. They will then have more disposable income to spend
on education and to improve their quality of life.

- To relax the constraints of the Old Age Allowance and the
Comprehensive Social Security Allowance so that recipients who
have migrated to the Mainland can be allowed to collect the
allowance and take care of themselves in the Mainland.

- To expedite the work progress of public projects so as to create
more job opportunities for the construction workers. Currently,
there are around 250 000 to 300 000 construction workers. The
latest unemployment figures released by the C&SD revealed that the
construction workers are now undergoing high unemployment and
underemployment rates. Construction workers form one of the
pillars of society. Their employment condition directly affects the
income disparity between the rich and the poor. They are not
asking for a handout, they are asking for work.

- To provide more vocational training to improve the working ability
of the low-income group and hence, alleviating their hardship.

- To review the curriculum of all vocational training courses
organized by various institutions to meet market demand.

Madam President, apart from education, economic development is the best
way to alleviate the disparity between the rich and the poor. I sincerely hope
that the Government can facilitate the economic development by enhancing the
quality of the working population, by providing a favourable business
environment and creating more job opportunities. I am quite disappointed with
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the Government's attitude of encouraging people to go northward for
development and employment, without providing adequate and constructive
measures to resolve our economic problems. I dare say that this will only lead
to another brain-drain which will not help in alleviating the income disparity in
Hong Kong.

Madam President, I believe that Hong Kong is still a land of opportunities.
Hong Kong is unique, despite the wide gap between the rich and the poor. It is
unlike other third world countries. Our rich need not be ashamed of their
wealth, for behind their wealth, there is no crime, there is only hard work and
entrepreneurship. Neither should our poor be ashamed of their poverty, for as
long as their spirit is not poor, they have the opportunities to make good. Our
Government must provide an environment for the poor to make good.

Thank you, Madam President.
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SECRETARY FOR HEALTH AND WELFARE: Madam President, I am
grateful to the Honourable Frederick FUNG for moving this motion, and to
Honourable Members for participating in this timely debate on this very
important issue. I wish to emphasize to Members that the Government is aware
that this is not a social welfare issue. The fact that I am standing in front of you
is testimony to the understanding of the Government of this problem because we
have discussed within the Government the social, economic and political
dimensions of this particular issue. And anyone of my colleagues from
Economic Services, from Financial Services, from Education and Manpower
could equally be standing up here today to respond to this motion, because each
one of us has been involved in the discussions and in the development of
strategies which we will present to you. With the major economies around the
world either experiencing or expecting either a slowdown or a recession, Hong
Kong as an externally-oriented economy, is inevitably affected. We have
already seen a decline in our exports and an increasing unemployment rate.
And inevitably, it will take some time for the economy to recover. In these
circumstances, we are aware of and empathize with public concerns surrounding
the capacity of and protection for the low-income and the vulnerable to cope with
such adversity. The recent release of the Gini Coefficient data, compiled as
part of the 2001 Population Census, has also aroused discussion about the
distribution of income in our society and the issue of poverty.

I would like to speak on four areas. First, the definition of poverty;
second, the measurement of poverty; third, factors leading to poverty; and fourth,
the strategies, policies and initiatives to address poverty by the Government.

Let me start by exploring what we mean by the term "poverty". Our
research reveals that there is no generally agreed definition since poverty may
encompass hardship relating to material conditions in terms of the provision of
goods and services; or secondly, economic position through low income, limited
resources or inequality; or thirdly, social position through a lack of entitlement,
dependency or general social exclusion. Any one of these factors can lead to an
individual being regarded as living in poverty.
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When discussing poverty, two models dominate. First, absolute poverty
which is based on subsistence — the minimum amount needed to live. It has
been described as "a condition characterized by severe deprivation of basic
human needs including food, safe drinking water, sanitation facilities, health,
shelter, education and information. It depends not only on income but also on
access to social services". For example, the World Bank sets the abject poverty
line at US$1 to USS$2 a day per person. The second model is relative poverty,
based on a comparison of poor people with others in the same society. Some
define this in terms of half the median wage or household income or some other
benchmark.

I have heard Honourable Members propose the drawing up of a poverty
line. This suggestion has been thoroughly examined by the Government in the
past, taking account of overseas experience and views in the community. If we
felt that this is helpful, I can assure Members that the Government will define it.
Since there is no agreed definition, there can be no agreed measurement of
poverty. As such and as I have already pointed out, the measures can only at
best serve as indicators. There is no scientific method of devising a poverty
line. The absolute approach is clearly irrelevant in the Hong Kong context
whilst the relative poverty scenario means that even in the most affluent countries,
there will always be a group of people regarded as poor.

Hence any attempt to define poverty will inevitably involve subjective
value judgements. The definition of poverty that each society adopts is based
on the norms and values of that society, and is often subject to a number of
variables including time, place and prevailing social conditions.  This
contention was supported by Adam SMITH, an 18th-century market economist
who argued that to be poor was to go without what was needed to be a creditable
member of society. Notwithstanding this somewhat theoretical debate, our
common goal is to provide assistance for the disadvantaged. In the context of
Hong Kong, rather than adopting a single income line to define poverty, we have
defined the disadvantaged members of society to whom we should give greater
support and assistance. We have adopted the budget standards approach in our
Comprehensive Social Security Assistance (CSSA) Scheme to ensure that needy
individuals and families have adequate financial resources to meet their basic and
essential needs.
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In our view, the use of a poverty line based solely on income levels is too
simplistic, has severe limitations and many distinct disadvantages. For example,
using the broader definition of poverty which I referred to earlier, it is apparent
that some individuals whose income exceeds the subjectively drawn poverty line,
wherever you may wish to draw, might also be in need of assistance and could be
regarded as poor as some Members have observed. In the local context, other
assistance in the form of low cost or free education, housing, health and welfare
services are provided to the needy. Each programme adopts specific criteria for
defining who qualifies for different types of services, having regard to relevant
policy considerations and specific circumstances. A single poverty line is not
required for them to be eligible for such assistance and indeed, may exclude them
from receiving the assistance needed. In so doing, the assistance and services
provided are more effectively administered and are geared more closely to
people's very different needs.

A poverty line based on income levels distracts attention from factors that
contribute to poverty. In any debate on poverty, we need to understand and
appreciate the factors which may, either in whole or in part, contribute to an
individual or family becoming disadvantaged and thereby socially excluded.
These factors may be related to the individual or may be structural in nature
applying to a particular community. They may include those with low or no
income; or exclusion from the labour market especially in the form of long-term
unemployment; or illness either physical or mental, which may worsen with the
advance of age; or a basic lack of opportunities, for example in education,
housing or other social services. The causes of poverty are often multifaceted
and complex but must be understood in relation to each and every individual, if
their situation is to be improved. Our socio-economic policies and strategies
are based on our analysis and understanding of these factors.

Honourable Members have also spoken at considerable length about the
disparity between the rich and the poor. The Gini Coefficient is a statistical
method intended as a measure of concentration or disparity. When applied to
income data, it is intended to serve as an indicator of income disparity in
economies. Corresponding figures for Hong Kong in recent years, as compiled
in population censuses and by-censuses, have been on the rise. Although the
figure only reflects the income side of the equation, the rising trend has been
perceived as an indication of a widening gap between the rich and the poor in
Hong Kong.
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While the Gini Coefficient is a comparative figure reflecting the income of
the financially less well-off and better-off sectors of society, we see a
corresponding trend in the absolute income growth of people at the two ends of
the spectrum. Disregarding inflationary or deflationary trends, we observe that
the income of households in the lowest two decile groups has fallen over the past
five years. Meanwhile, that of the upper decile groups has increased.
Obviously, the Government is concerned about this.

For an in-depth projection of the implication of these figures, we need to
interpret them in a holistic context. A widening income gap is a common
consequence seen in many places undergoing transition towards a knowledge-
based economy. Hong Kong is not alone in this situation. In addition, Hong
Kong is also a city economy, with a strong agglomeration of service sector
activities which are highly developed and well diversified. Income disparity in
city economies tends to be greater than in national economies, which have a
greater preponderance of manufacturing and agricultural activities with narrower
income differentials.

We should also be aware that the Gini Coefficient is only a partial
reflection of the distribution of economic resources in a society. Care should be
taken in projecting the implication of the figures, since they overlook a number
of other very important aspects.

First, the figures do not take "assets" into account. In addition, the
effects of taxation and intangible income derived from, for example, publicly-
funded programmes on housing, education, health and welfare which narrow the
effective disparity, are also not featured. They also do not reflect social
mobility within society. A study conducted by the University of Hong Kong in
2000 indicates that the earning mobility of Hong Kong workers has been
significant over the past decade. 58% of those in the bottom quintile group in
1991 had succeeded in moving up the earnings ladder by 2000. This implies
that the people in different income brackets have changed over time and enjoyed
upward mobility. Moreover, in studies of income disparity, consideration
should also be given to the effect of changes in household size, household
composition and family life cycle over time in their computation.

I would now like to turn to the reasons accounting for the widening
disparity. ~The Government regularly monitors the social and economic
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development of Hong Kong. Statistical data is collected regularly by the
Census and Statistics Department, through conducting surveys on the economy,
labour, earnings, and so on, and these are analysed in the context of the local,
regional and global economic climate to reflect the social and economic
dynamics of Hong Kong. The economy of Hong Kong has been undergoing
constant restructuring over the past few decades. Structural changes in the
economy, arising from the shift from manufacturing-based to service-oriented
activities, and further to a knowledge-based economy, have changed the labour
structure and demand of the economy. The surging demand for well-educated
and skilled labour, in particular those professional, managerial, supervisory and
technical personnel, has provided room for a faster increase in wages and
salaries for these jobs than for jobs requiring a lower level of knowledge and skill.
This widening in wage disparity during the transition to knowledge-based
activities has also been observed in many other developed and developing
economies.

Also, the economic downturn in the late 1990s following the Asian
financial crisis, coupled with the incipient global economic slowdown, has posed
great challenges to economies in the region and indeed, worldwide. Whilst the
negative impact is generally felt by the entire workforce, it does tend to impinge
more on the lower end rather than the upper end of the occupational hierarchy.

We have been closely monitoring, and will continue to closely monitor
social and economic conditions, to ensure that appropriate adjustments are made
to our policies to address the latest developments. Apart from the standing
monitoring mechanism through the conduct of regular surveys, we also initiate
thematic research to study specific issues in an in-depth manner. For instance,
the recent study on earning mobility completed by the University of Hong Kong.
Another longitudinal examination of income statistics has been undertaken.
Over the past 16 years, the study indicates that the income of households in all
sections of the social hierarchy has increased, both in money and in real terms.

Turning now to the Government's response to the issue of poverty and
income disparity, Honourable Members have given us some valuable insights.
Some Members have also given us some very valuable and valid criticisms. A
few Members have given some suggestions which we will give further thoughts
to. But there were one to two Members who have given us nothing but
unjustified criticisms, based on misinformation, lack of information, which are
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also inflammatory. I cannot agree with the comments of some Members that
the Government has given undue emphasis to economic development at the
expense of social issues. [ urge Members to go back and read these two policy
addresses. The Chief Executive in his policy address last year (in 2000) spoke
that "in pursuing economic development, we attach great importance to
enhancing the well-being of every member of the community so we can build a
society in which we can all live together in harmony". He also outlined four
strategic social policies to address the issue and which will also enhance social
development in our community. First, to create an environment in which
participation in economic and social life is open to all. To help achieve this,
special attention will be paid to the provision of education and enhancement of
the knowledge and skills of the workforce. In essence, each individual should
be provided with opportunities to develop his or her potential to the full.
Second, for individuals who are economically inactive due to age, illness,
disability or unemployment, to provide a well-resourced basic safety net of
income support.  Third, to fulfill our special responsibilities to the
disadvantaged members of our community by providing specific programmes,
additional support and targeted assistance to enhance their will to be self-reliant.
And fourth, to strengthen the social fabric of our society by encouraging mutual
care and support thereby building new social networks in which individuals and
families can flourish. So I just wonder from where Members got the
information and the impression that the Government does not have a strategic
vision and effective strategy to address the problem. Because all I have heard
from Members have all been covered by our social policies. The Chief
Executive also in his 2001 policy address, in sections 106 to 129, talked about
social policies in a changing economic climate. So I would urge Members to go
back and read these sections of the policy address. In this policy address, the
Government again reiterated the objective to create an environment that everyone
has the opportunity to fully develop their potential and necessary support should
be provided to those hardest hit by the rapid changes in circumstances as well as
the disadvantaged groups. Our aim is to help our people to enhance their ability
to help themselves and to boost their willpower to do so. The Government also
in this document reported about $103.3 billion that we will be spending this
financial year on public housing, health care and social welfare. We also
reported that in the area of social welfare, there are 377 000 recipients on the
CSSA Scheme and 529 000 recipients of Social Security Allowance benefits.
Spending on public health services is expected to be $33.9 billion. We also
spend $2.6 billion annually on comprehensive support and rehabilitation services
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for people with disabilities. So I would urge Honourable Members to go back
and read these documents.

In the face of the impact brought about by economic restructuring, our
focus is on fostering an environment which encourages and provides
opportunities for upward social mobility. At the same time, to take care of the
socially vulnerable, in particular those with limited capability to achieve this
upward social mobility, specific help is required. And this is no difference
from what Members have suggested. As such, we have in place policies and
services to secure their standard of living, improve their position and provide
them with opportunities for economic and social participation in keeping with the
Chief Executive's directions. In this way, we help the socially vulnerable, by
enhancing, not impeding, their will to be self-reliant.

We consider that the multipronged approach of fostering economic growth,
facilitating human investment and increasing social investment, together will
provide the best environment for people to leave the poverty net. Healthy
economic recovery and a broader economic base is the key to lifting the standard
of living for all, including those with no or little income. As the South China
Morning Post said in an editorial last week, "It is time we focus attention once
again on the goal of enlarging the economic pie so everyone can claim a bigger
share".

Human and social investment through education, training and retraining
will raise the capability, productivity and competitiveness of our workforce, and
help those unable to benefit from the changing economy in the short term. With
opportunities of upward social mobility, everyone through the exercise of talent
and hardwork can raise their income, improve their standard of living and climb
up the social ladder over time.

I should now cover some of the specific measures in place to alleviate
poverty. We have a great variety of policies and measures in place to actualize
our approach to alleviating poverty, many of which are specially tailor-made to
assist the socially vulnerable, who have limited capability and capacity for
upward social mobility. Members will be familiar with our social security
system, which provides direct financial assistance and serves as an effective and
immediate relief for the needy. Public rental housing is provided to families
and those in genuine need who cannot afford other types of accommodation.
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Tenants in financial hardship are also given rental assistance under the Rent
Assistance Scheme or under the CSSA Scheme. In addition, heavily subsidized
medical care and welfare services are provided. If you have heard Members'
comments earlier, you will have thought that the Government is heartless and
does not have any of these in place.

We believe that education and training are the ultimate routes to enhance
the capability of our population, thereby building up the human and social capital
of our society. The provision of nine-year free universal basic education,
together with the heavily subsidized senior secondary and tertiary education,
guarantees educational opportunities for all who have the potential and ability to
pursue studies. No student is denied access to education because of a lack of
means. Financial assistance is available under various schemes to needy
students at all levels.

Training and retraining, as a means of upgrading the skill level of the
workforce, are especially important to those who need to acquire the new skills
in the new economy. Training institutes, including the Vocational Training
Council and the Employees Retraining Board, provide a wide range of relevant
programmes.

To supplement this fundamental strategy, the Government has in recent
years launched an extensive range of short-term and long-term measures, which
aim to help the community to deal with the current economic environment.

Some Honourable Members have criticized the Government for not
introducing new measures to deal with the situation. I shall, over the next few
minutes, outline some of the new initiatives announced in the past 13 months.

The Chief Executive announced, in the 2000 policy address, an extensive
package of initiatives to promote the wider economic participation of socially
disadvantaged groups, at a cost of $2.7 billion over a two-year period. Apart
from infrastructure-related jobs, an additional 15 000 jobs have been created,
including 7 000 social investment jobs and 8 000 related to the normal expansion
of government services. $400 million has been earmarked to finance the Skills
Upgrading Scheme, which provides focused skills training in this year and the
next for elementary workers with low education levels. For the long-term
unemployed middle-aged persons, the Re-employment Pilot Programme for the
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Middle-Aged provides this group with one-stop counselling and follow-up
services. The Business Startup Assistance Scheme helps retrainees who want to
start up a business or become self-employed. I can go on and on with the list,
but I shall not go into the details.

We also have the measures announced in the 2001-02 Budget. The whole
series of measures were designed to upgrade our human capital, and I shall not
again go into the details. But if Members would like to go back to the measures
announced in the 2001-02 Budget, they will find the details of the measures that
we proposed.

We also have the measures announced in the 2001 policy address, and all
of these efforts were further enhanced in that address. The Chief Executive
announced the creation of an additional 30 000 jobs together with another
package of relief measures. These include a reduction in rates payment in the
coming year, and a proposed increase in the tax-deduction ceiling for housing
loan interest. A $5 billion Continuing Education Fund will be established to
subsidize those with learning aspirations to pursue continuing education and
training. And a $300 million Community Investment and Inclusion Fund will
be set up to build up the social capital in our community, particularly amongst
the vulnerable.

Some Honourable Members have earlier alluded to the need to introduce
income redistribution programmes. Other countries have attempted to tackle
income disparity by adopting high-tax policies. However, as I have already
explained to Honourable Members at last week's Council Meeting, such income
redistribution measures, involving fundamental changes to the structure of
taxation and/or government expenditure, are likely to do more harm than good to
the economy, in the longer term. These measures are likely to dampen the
work incentive, especially amongst the higher paid and better-skilled workers.
If taxation levels were to rise, this might undermine Hong Kong's
competitiveness as a place to do business, which in turn would discourage
investment and lead to a reduction in job opportunities for workers at all income
levels.

I am also aware that a few Honourable Members have called for the setting
up of an inter-departmental committee to study the issue and causes of disparity
between the rich and the poor, and to formulate social and economic strategies to
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alleviate poverty. My colleagues and I have already explained the
Administration's position on this on numerous occasions in the past six months.
We believe that the existing arrangements for co-ordinating poverty alleviation
efforts across the Government already provide the necessary degree of co-
ordination and community input.

Inevitably, many of the issues which the Government has to deal with are
cross-sectoral in nature. Alleviation of poverty is just one example. It is
handled, like other overarching issues, through discussion in various internal
fora and co-ordinated at different levels within the Government. It is clear from
my earlier remarks that the Chief Executive himself is concerned about the plight
of the families with low income and the socially disadvantaged, and is personally
involved in the development of our strategies, policies and programmes.
Considerable discussion has already taken place among different bureaux in their
formulation, in advance of the annual policy address and at other times.

In closing, I wish to thank Honourable Members again for some of their
very useful comments and suggestions put forward in today's debate. The
Government understands and empathizes with the hardships that the community
is currently going through and has developed mechanisms to gauge social,
economic changes and issues, and works out strategies and social policies which
will assist the low-income and socially disadvantaged. The Government is also
committed and will continue with its efforts to improve the livelihood of people
to ensure that the needs of the vulnerable are addressed and in a manner which
promotes self-reliance and upward mobility amongst the socially disadvantaged
groups.

And, it is clear from my earlier remarks that the Administration cannot
support the Honourable WONG Sing-chi's amendment to the motion.

Thank you, Madam President.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 24 were present, nine were in favour of the amendment and 15
against it; while among the Members returned by geographical constituencies
through direct elections and by the Election Committee, 27 were present, 19
were in favour of the amendment, six against it and one abstained. Since the
question was not agreed by a majority of each of the two groups of Members
present, she therefore declared that the amendment was negatived.
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Mr James TIEN rose to claim a division.
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Functional Constituencies:
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Geographical Constituencies and Election Committee:
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 24 were present, 16 were in favour of the motion and eight
abstained; while among the Members returned by geographical constituencies
through direct elections and by the Election Committee, 27 were present and 26
were in favour of the motion. Since the question was agreed by a majority of
each of the two groups of Members present, she therefore declared that the
motion was carried.

TREH
NEXT MEETING

FE:RBEEMAE - AEAE 2001 F 11 H 28 HEW =T 2 K 30 7748

:

TEEFRM L 10 20 90K E -
Adjourned accordingly at twenty minutes past Ten o"clock.



