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Civil Servants®' Applications for Reinstatement
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Students Crossing Border to Attend Schools in Hong Kong
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DEGEE AN THEEEMA P EEFE
Ethnic Minorities" Applications for Naturalization as Chinese Nationals

9. MR BERNARD CHAN: Madam President, it has been reported that a
Hong Kong-born Indian girl, who is not a near relative of any Chinese national,
was recently naturalized as a Chinese national. It is learnt that such case is

quite rare.

whether:

(@)

(b)

In this connection, will the Government inform this Council

there has been a change recently in the policy for handling ethnic
minorities" applications for naturalization as Chinese nationals; and

it has estimated the number of persons belonging to the ethnic
minorities who are going to apply for naturalization as Chinese
nationals in the near future; if so, of the details?

SECRETARY FOR SECURITY: Madam President,

(@)

There has been no change in the policy for handling ethnic
minorities' applications for naturalization as Chinese nationals.
All naturalization applications are processed in accordance with law
without regard to the applicant's ethnicity.

Since 1 July 1997, all naturalization applications are processed by
the Immigration Department (ImmD) in accordance with the
Nationality Law of the People's Republic of China (Nationality Law)
promulgated in the Hong Kong Special Administrative Region
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(b)

(SAR). All matters relating to the operation of the Nationality Law
in the SAR are governed by the Chinese Nationality (Miscellaneous
Provisions) Ordinance, Cap. 540.

In accordance with Article 7 of the Nationality Law, foreign
nationals or stateless persons who are willing to abide by China's
Constitution and laws and who meet one of the following conditions
may be naturalized upon approval of their applications:

(a) they are near relatives of Chinese nationals;
(b) they have settled in China; or
(c) they have other legitimate reasons.

Furthermore, upon approval of the naturalization application, the
applicant shall not retain foreign nationality as stipulated in Article 8
of the Nationality Law.

Section 5(1)(a) of Cap. 540 provides, amongst others, that the
discretion in connection with any nationality application (including
naturalization) shall be exercised without regard to race, colour or
religion of any person who may be affected by its exercise.

The ImmD does not have any estimate of the number of persons
belonging to the ethnic minorities who are going to apply for
naturalization as Chinese nationals in the near future. In the past
three years (2000 to 2002), on average 443 applications for
naturalization were received each year.

EEREHARNERETHRE
Investigations Conducted on Intermediaries by SFC
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Rules and Regulations Relating to People's Liberation Army Garrison
Stationed in Hong Kong

12. BBREFEE  £F AR RBCERETERHNTHRE (| "BEE” )W
FHIHE - BUF Al &S HMAE ¢

(—) BEME . BEEBHEA &R T L AEST 2B & &R TR &E
("R ) BEESN  EAE ST AL R AUE o Bt TR TR
SRR B IRE A (TR E (PN SR EFRER )

(=) BRT(ESEFGEIREN ) (5228 % ) WHEBEXIN - AEH
il i 1 Re 1A #l 3k AR BRI JF BE A A BN B RY N 2R Tl
BB ER  AEE - FRRA S K

(=) BHENEEANBHASHZBEEIING CEESSN B R
HEE LA - R RS F AR LV WMER 2% Nafda
B B - AR E A B9 B FE AR 2

REZBRE  EF

(—) MEBOEARE) FHEGEOHEE - BEFEANBRAET 2B TR
AN - BAEESTFREAYER - ILHh - R (BHERE ) B AKE
CTIHMMRE > HHREEANBEE M 2 B AR E L
B ESFHEBERCE (BRI ) MR & A H AR B0 A T R
AR EE O\ & 1E Bl B EE e JF BB R R B s Y IR B o AR IR (R
ANRBBEANBRS ) B/HERK - "HAFRLIIN - ZHA
FERZERAGE IR - BEEER -7



TEE — 200341 8 15 H
LEGISLATIVE COUNCIL — 15 January 2003 29

(=) (fESEFEIEGRHE Y E 228 ) B9F R GCH EE M A L%
B R A BT E B Ik 50 IE 5 L% R R 89 KRR i % K SR
i A - AVBSIU IR - BeAh (B T E GG )( 26 521 & ) hE KX
RE » AT AN BUAS B 17 B 59 — NS A 22 Y BF AT Y H Y
W EMEMERBRIFZFNEEN LT 2R RNEHOMERE &
ERERAIE LT o O A B s (Al Bl - Bl BB O B L
A AH L 22 8 5 2 WOhR A R R - B R R N E R A EE
ARG B E S ZE Mk - MBEILSE - HITH B SRR EE Lk
fo 71 B9 18 D0 T BRI T R 28 B 6 R i B B il B B R i B IR
&I IR - R CEARE ) B+ NUERHETE - 2B EER
RCOEARE) =44 T EFEEH - WEFIRIFF =12
B 1 ik R G v A PR A R B A A BN BTN 1 2R OE Bl il B
i B R

(=) (ZEBEINMGTHE (EEEE ) BB ) B 55 & AF i H =il & A
18 5 R A R o DA R Al 5 Y B ST S VE M o B TR BRI A AR
B MR IUE A & EZ R ST ROGEESNME TR B & DURAT
THEBEET -

B DI B H B E i
Derailment of Light Rail Vehicle

13. BHRZER  £F > RFE 121 18 H » —WEMEHEE ( "&K&” ) JE
HEh - kB A TR N SR E R RE AN o B AR H BN
B A S 22 T B B 9 A 0% B IS 0 I B 1Y B L R P R R 5 2 - mR L - B
A& & RART -

(—) =&

|

DFSIES

() K 35 - B B 22 HE e 1Y B8 s 7 00 1R Tl R R O B Ap
B e LR L

(i1) B8 5 RUH DA B 2 R R LAY R B R I [ 3% DL e B
[ PR A YE 21 ] PR #5



30

TEE — 200341 8 15 H
LEGISLATIVE COUNCIL — 15 January 2003

(=)

(=)

(iii) 325 3 4 - B 5 B& W S A R A b b J22 T 26 B 0k 8 T O B
R R AR A BE R SR/ RE i 5 K

(iv) FHRERASFEREETHZHRZEERRBRN TERSS
B E S RMIEE BIE S 58 MR

B R A (A e R B ) M L = R E SR HGE(E K

B TR R AR o R A R AR SR IR Y A e B P WE R EE K

FHLEZ R EIIRE ?

pmmg

BEEERRIBRBE: £F REBAEERAE ( "JUELSFT ) EEH

e

(1)

(i1)

(iii)

(iv)

££2000 ~ 2001 2 2002 4F - EL$805E 72 19 B B B 8as 7Y Bl D) R F K
3Bk 99.97% ~ 99. 97T%F1 99. 98% - B {t FE 7 FT E AU HE 99. 96%
B fE > MEMEEINEA LR ER - Lo - BRI B B e
FEVEBEN TR E BB ER - A DIREER - #Ek1T
HEZE NG ZHEE

B HAth s B8R — B MEEPIFRTEWRM - LB FEE
A B A R & R RS WA IR o ST OE IR SRR 1T T S R BE MR BS LS TAF -
DL B By 2 fr 2 12 i B B BRAB ] — 2 - JU 88 =] 38 Ty AR 922 3R Iy 8%
WLRYR U0 - 7 2 B RS

SR B E - A g RTEm R E A - 5L R
Bl 2 IE H Y o B8R ﬁﬁ‘ﬁ%ﬁuﬁk?ﬁ%ﬂfﬁﬂk%gﬁ % ht o DhRRE 4B
BRREL PR IR - MERITHE L & - @K 3F - NLEA A Y HEEE
R 2 & BAY S §h & 33 #HE @AY EECES B 5 &

00 g B 28 22 B L AR B LB S W)Y A GE AR T R S e E R TR
AP R R o TR IR A &8 B R HEGH R MR IR EAF -



TEE — 200341 8 15 H
LEGISLATIVE COUNCIL — 15 January 2003 31

2002 £ 12 A 18 HAU MBI E & A% » STHEREEM ( "HEHA" )
WA B EILA 25 H IR G 5 Bl L8 = 3 & B HGE A - 3R 5E K TR
Ja3 B SR OfL R BB A - R S B By IR R SE F R SR DRt 2 EOER A W
e EERFAEGNKA  FAFEEHREMERT » SR T =B EE LB
ERIFEPGIERE » WE R — KA ME - mERHEE S 2 MR AEZ R
Dl BT A SRS B A IR OO 0 DA R B B EOR A R S B B AR R A B SE (-
% H A A o U B E R R A M IR DL R A T EGEAE L & e

N A RGERF YA M E R - e B R B AE L
AF o g E E LS A FALE R 2002 £ 12 A 18 HAYER - 1T 7 BE RS
Gk o BETT[R AR H 1R B F BT 5 R IR A R AR o I E IR e A B S
BB N BRSELRBOLZIE > RESEREFRHREOEERIRE -

it B BE & AR 7%
Mobile Medical Services

14, BREUGEERR @ £ > BN AL FIRE B B R E - BRI KORTT B £ 2
Bl S A fr 2 Y00 & S B RIE R BRI - BUS AT S & AT -

(—) REERFHBRRGOER  HWELXEIREE s FF P OYEE
KAEBEE M

(Z) REEZIERBOUSHEEEREZEAENBEE D KA UREE
1 38 B S H

(=) HM@ROBFHBANERZEANE (FIANRTEEMES ) &
R FT IR H M S H

48

(P9) v B B I 55 Y B pAS - DA R % B B SE R P 22 22 P IR %S B9
B AL R A AT PE

(FL) WP Lt oth 12 12 Bt iR Bh B R IR 75 - DA R 8 B I 7655 Y I [T 5% 5



TEE — 200341 8 15 H
32 LEGISLATIVE COUNCIL — 15 January 2003

(%) @R 34F - IR B BRI MR AR - DLk & &
R $2 (It ik 55 19 N85

(B) BEHME ARMENERREME FIEAERZ 5 K

\) LA{Rr 48 B e 5 [ R 28 M & f2 Bt im Sh B R IR % - A/ & & W 2 IR A B
SUESNINE 30 D& SPER i 8 A IO /NS St T B 8 & R k7
{138 2E R A5 09 B A 5 A 58 - BT 5 5 1 5 A2 AT R o T A A £E LS
FA %5 7

AEBRMERMBREE  £F  MAEZIRHERENNE I - BEES N fR2
M fEREEERRE - FFEWOT

(—) Wi ERTE A 2 MR | R E SR D
IR 75 o B0 R R 0 R M R A B By 540 BT
(Eoh 170 850 1T B RS 5 4h 37O B IE T EL H B R 8 PR
) -

(Z)E(Z)

Y B8 AR 9 9 A LB BN
CEE

I % #
B4
2 7 &
GEFS
By B0 O A

AR -
—R LA

DO © DD DD DD DO
LW LW W W W



TTEE — 2003F 1 H 15 H

LEGISLATIVE COUNCIL — 15 January 2003 33

H A BT Y
Ik 5 % H

=N

15 A /)N i iy = 2.00

/N B B 6.00
BT TR A7 AR 75 B¢

— kB il 0.04

AR BT 0.04

— Rz F 0.04

=W FE AT 0.04

LB BRI A E TR 910 &t - 2 HBFAT -
H

=
H B RF ER P
() DL 2002-03 EEWNEHKFEEE > MEaBERSEAMRK AR
1,610 ¢ » HLERIFIZ RSB B AL AR B 219 7T -
() K (GR)
ﬁ?ﬂﬁomﬁb SRR R EL - BRARS R R R EE 3 EFREZ A
R EAE A B $5% -
() ﬁ%%ftfﬁi&%i’]ﬁmﬁﬂﬁﬂﬂ(JIL@J SRR - BRI F E
{8 BE R I SRR [E AR T EF T & AR N B R R
V) BEBEBRIBBEERE > RREEM A DS E KRS R 5

g ax it - B R E T B S R AT 6 A Ay Al B S Ak A Al
i B B R i S B9 TR AN GE A A DUk St B A B & IR 7
22 o BiE s Al AL 2 R R E A 1Y B ‘*%@%ET&JEEQHE
B oo T e A ek g 15 Do 0y w5 R B B R I A 1Y B
fEfR A -



TEE — 200341 8 15 H
34 LEGISLATIVE COUNCIL — 15 January 2003

I g5
BB EIK Mobile Medical Services by DH
£ 3 .
s (193\9#9%% ZEOﬁOl) ey
AR gt <7 L e (1999 2 2001)
- . FEIFEIE A AKX o
s S o Length of Each 0 N umber of BAAK
Service Location Frequency Session Attendances per Session Number of Attendances
(43/min) A P in the Past 3 Years
in the Past 3 Years (1999 to 2001)
(1999 to 2001)
MU R i R 3 E
Chee Hong Floating Clinic Ma Wan 3 sessions per week 30 - 45 7 7081
EE SR 2 8
Penny's Bay 2 sessions per week 15 - 30 2
HWEE SR 2
Po Toi Island 2 sessions per week 20 - 30 2
RELE R 2 B
Tung Lung Island 2 sessions per week 15 - 35 1
RFE- 3L R 2 B
Po Toi O 2 sessions per week 30 3
b SR 2 6
Kau Sai 2 sessions per week 30 2
AL SR 2
Leung Shuen Wan 2 sessions per week 30 5
(=30 R 1 E
Yam O 1 session per week 5 <1
Wi R 2 i
Sha Lo Wan 2 sessions per week 10 - 30 3
= FEH 1 E
Pak Mong 1 session per week 15 1
RER M PRIRIL R 1 H
Chee Wan Floating Clinic Sai Lau Kong 1 session per week 15 <1 8671
Bl R 3
Kat O 3 sessions per week 5 6
TSN R 3 H
Ap Chau 3 sessions per week 60 - 75 1
PRIRHSEE R 2 f
Shum Chung Pier 2 sessions per week 15 - 30 1
FEFIHSEE R 2 H
Tap Mun Pier 2 sessions per week 5 5
BRI I IH R 2 i
Kau Lau Wan Pier 2 sessions per week 30 - 60 3
IHEGHESTH R 1 E
Lai Chi Chong Pier 1 session per week 15 <1
PR SR 1
Sum Wan Tsai 1 session per week 30 2
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lilFeE

Service

it kISR N
Lantau Island Travelling
Dispensary

TR - L
Ma On Shan
Travelling Dispensary

ETHERR IR

Helicopter Medical Service

BN R - E
Sai Kung
Travelling Dispensary

TN B8 - i
Shek Wu Hui
Travelling Dispensary

s

Location

FEFfF

Yim Tin Tsai

Wu Kai Sha

ERSF
Ngong Ping

FEE T
Luk Wu

=] o -
BT

Ling Yan Monastery

Rl LR
Ma On Shan Tsuen

IHIL
Lai Chi Wo

PNz
Tai Long

P
Sai Wan

S oL
Yung Shue O

Ffat
Tseng Lan Shu

N

Mang Kung Uk
fistes
Sheung Yeung

Wu Kau Tang

ST
Lin Ma Hang

R
San Uk Ling

Frequency

R 1 E
1 session per week

R 2 B
2 sessions per week

[S2=LuRRcl
1 session per week

R E
1 session per week

EH 1 &
1 session per month

BEH 1 &
1 session per month

RN 1 A
1 session every 2 weeks

RN 1 A
1 session every 2 weeks

R 1 &
1 session every 2 weeks

R 1 &
1 session every 2 weeks

R 2 H
2 sessions per week

R 2 f
2 sessions per week

R 2 i
2 sessions per week

SR 1A
1 session every 2 weeks

R H
1 session per week

R H
1 session per week

AR
Length of Each
Session

(43-/min)

60

30-45

5

30

5

105

60

30

25

40

60

60

M7 3 A 3 A
(1999 Z 2001) (1999 % 2001)
FEIFEIE A AKX {6 A%

Average Number of
Attendances per Session
in the Past 3 Years
(1999 to 2001)

Number of Attendances
in the Past 3 Years
(1999 to 2001)

13 2395

11

<1 266

12 6208

3 1 304
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Outsourcing Winding-up Cases by Official Receiver's Office
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DR DAVID LI: Madam President, the new style policy address has been
welcomed by members of the Finance Functional Constituency for its clear and
concise focus on the policy goals of the Administration.

Furthermore, there is widespread support for the Policy Agenda, in
particular the focus on the four pillars of the economy: financial services,
logistics, tourism and producer services. The inclusion of creative industries as
a fifth pillar is also appreciated.

The Finance Functional Constituency looks forward to new policy
initiatives to support the further development of these industries in the years
ahead. In particular, more vigorous efforts to promote Hong Kong's interests
with the relevant authorities in the Mainland would be desirable.

There is broad support for the Chief Executive's commitment to
streamline the Government and reduce red tape. Furthermore, enhanced
economic integration with the Pearl River Delta is felt essential to our future
prosperity.

However, when addressing the fiscal deficit, the views expressed, to me,
diverged from those contained in the policy address. While there was universal
support for reduced public spending, I found no support whatsoever for
increased taxes. The message that I received is that our economic recovery is
extremely fragile. Time and again, I was told: "Now is not the time to raise
taxes." Furthermore, given the fragile nature of our economic recovery, the
impact that government policies may have on our economy must be considered.
There is concern within the Finance Functional Constituency that this is not the
case at present.
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For example, the Administration has proposed to introduce legislation
covering a Deposit Protection Scheme during the current Legislative Council
Session. Members of the Finance Functional Constituency urge caution. The
costs of setting up a scheme and building a deposit protection fund will be
greatest in the initial years of the scheme. These costs will have to be borne by
the consumers. We must be certain that a scheme is launched only when our
community can afford to pay. I would welcome the Administration's assurance
in this regard.

On the other hand, members of the Finance Functional Constituency urge
the Administration to move with all possible haste to implement a scheme for
greater sharing of consumer credit data.

In response to the rising default rate on credit cards, banks have severely
tightened their credit policies over the past year. This has no doubt dampened
consumer spending and contributed to the dismal performance of the retail
sector.

Delay and inaction will only prolong the slump in retail spending. To
support the overall health of the economy, members of the Finance Functional
Constituency urge the Administration to move with all possible speed to
implement a programme for greater sharing of consumer credit data.

Our Chief Executive said that solving the deficit problem is the
Government's top priority. If we do not take resolute action, he warned, our
international credit rating will be downgraded. He proposed a three-pronged
strategy to attack the fiscal deficit: economic growth, reduced public spending
and higher taxes.

Here, in a nutshell, is our Government's dilemma. In general,
governments stimulate a weak economy through higher spending and reduced
taxes. But our deficit has reached a point where, according to our Chief
Executive, it threatens the stability of our financial system. How then can we
foster growth, while reducing the fiscal deficit?

In the six years of this Administration, spending has grown year by year,
while revenues have declined.
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In the address presented to this Council last Wednesday, our Chief
Executive hailed "big market, small government" as the guiding principle of his
Administration. I firmly believe that this principle is the way forward, and
wholeheartedly endorse our Chief Executive's commitment to small government.
The policy address, however, fell short in defining small government.

A pay cut, even a cut of the Chief Executive's salary, does not transform a
big government into a small government.

Where do we cut? The Administration must set priorities. The policy
address should have set firm policy guidance, based on the principle of "big
market, small government". Without such guidance, we risk bringing in a
Frankenstein of spending cuts, frustrating our economic recovery.

Small government means hard policy choices. After an era of expanding
government responsibility, it means reducing the Government's influence on the
economy and on our lives.

If we are to have confidence that the Administration is able to address the
fiscal deficit, we must know that it is aware of its own limitations. We must be
confident that the Administration will set firm limits upon what the Government
should and should not do.

In this context, I welcome the Administration's decision to review
divestment options for the Hong Kong Housing Authority's retail and car-
parking facilities. But, is it not instructive that, of the many new initiatives
contained in the Policy Agenda document, this measure is the only one by which
the Government seeks to reduce its role in our lives?

Our credit rating is at risk, not due to the size of our fiscal deficit, but due
to the growing disquiet about this Administration's ability to manage our public
finances. Managing public finances is not merely a question of balancing
income and expenditure. It means setting firm principles, and abiding by them.
It means making tough choices, and standing by them.
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First and foremost, this Administration must show that it has fully
embraced the principle of "big market, small government”. At this point in
time, raising taxes is not the answer. In fact, to raise taxes would threaten our
fledgling recovery. Rather, this Government must demonstrate that it is willing
to play a smaller role in our lives. That is the way to put our public finances in
order.

Thank you.
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MR BERNARD CHAN: Madam President, I would like to say that the Chief
Executive's policy address last week was inspiring, and would have filled me
with optimism about the Administration's plans. Unfortunately, this is not the
case.

It covered two very important issues, budget deficit and economic
integration with the Mainland. Both issues involve serious challenges. And in
both cases, the Chief Executive's remarks gave the impression that the
Government lacked the political will to tackle those challenges.

Let me start with budget deficit. Lots of governments have serious
budget deficits — the United States, Japan and Germany, to name just three.
However, we also have extremely large financial reserves. In fact, the
Government can run a deficit for years without having to borrow a single cent.

It is obviously tempting for the Government to use this as an excuse to
avoid difficult decisions. Principles of good housekeeping, not to mention the
Basic Law, tell us that we really should be trying harder to balance the budget.
But the Government is doing relatively little.
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Thanks to the reserves, the Government is in no hurry to find serious new
sources of revenue to replace land and property-related income. It seems that
we will have some increases in direct taxes, but these will probably just reverse
the reductions that we enjoyed in past years. We might have a departure tax at
the border. There might be a tax on foreign domestic helpers. But all of these
combined do not make up for the loss of land revenue.

The Government needs a broad-based, consistent and sizeable stream of
revenue to replace its old land and property revenue. And we all know what
that means. It means a consumption tax. But that takes political will.

Also thanks to the reserves, the Administration is happy to remain a big
spender, with grand and expensive ideas for infrastructure and other projects.
We will see some cuts in spending and some increases in charges, but — like the
tax hikes — they will be marginal. The reserves will take the strain.

The biggest expenditure item is, of course, the Government itself. I do
not agree with the idea that civil servants as individuals are to be blamed for the
budget deficit. And I wish members of the business community and other
commentators would stop trying to humiliate civil servants or try to intimidate
them or push them into a corner. It is not fair and is certainly not helpful.

But the fact remains that government costs have gone off in a different
direction to those in the private sector. Virtually all the deflation in our
economy has taken place in the private sector. The Government has carried on
getting more expensive.

As with the tax issue, there is an easy way out. Consume more and more
of the reserves. Easy come, easy go. Some might argue that this is prudent at
a time of economic weakness. But to me, it looks like an excuse to avoid taking
tough decisions. In other words, it looks like a lack of political will.

If this is the case, it is rather worrying, because there are many difficult
decisions to be made. Where the deficit is concerned, we have these huge
reserves, which buy us time. But that is not the case in other policy areas.

The most important policy area mentioned by Mr TUNG last week was
probably not the deficit, but the issue of economic integration with the Mainland.
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Some commentators say — in fact, Dr the Honourable YEUNG Sum also
said earlier — that it is a bit late for the Administration to call for integration with
the mainland economy, when the private sector has been doing it for 20 years.
Indeed, today, Hong Kong-based companies have far more employees over the
border than they do here. It is interesting that this part of the Hong Kong
economy — our offshore manufacturing — is easily the most vibrant part of our
economy. And it is the part that the Government cannot interfere with.

Perhaps that is a coincidence. But let us hope that as Hong Kong officials
take a closer interest in the cross-border economy, they would keep out of
commercial activities and concentrate on public-sector issues.

There are plenty of such issues. We need better transport links, smoother
customs and immigration procedures, and closer co-operation on planning,
environmental and other issues. This will require serious co-operation and co-
ordination with neighbouring authorities, and with officials in Beijing.

But that is not going to be easy. There have been times when the attitude
of Hong Kong officials has been proud or perhaps condescending towards their
mainland counterparts. Hong Kong as a whole often comes across as arrogant.

We all know a famous television commercial, in which the restaurant
cleaner reminds us that Hong Kong does not have to pay tax to the Central
People's Government. They see that commercial over the border, and to them,
it is not funny. It is especially not funny when the Government that created the
commercial goes up to Beijing asking for favours for Hong Kong — the richest
city in the country.

"Closer ties" sounds like a nice thing. It is a nice slogan. But in reality,
people on the other side of the border have their own priorities, their own
agendas, and their own way of doing things. Our private sector has spent 20
years integrating our manufacturing sector and related activities into the Pearl
River Delta. It happened gradually.

Our Government might have decided that this is the next big thing. But it
cannot suddenly take charge and start making things happen. It would be
arrogant to assume that Hong Kong businesses or mainland officials are
desperate for our Government's help and involvement. They are not.
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Mr LU Ruihua, Governor of Guangdong, gave his own annual address to
his province's legislature just a few days ago. Hong Kong was not mentioned
much.

That is not because Hong Kong is not important. Our private sector is
easily the biggest investor in the Pearl River Delta. But everyone has done fine
over the last 20 years without Hong Kong officials coming along with grand
visions.

If our Government is serious about helping this 20-year old process of
economic integration, it needs to be business-like and not bureaucratic. It needs
to concentrate on the things that it is best at doing, and the things that are most
useful. One small but practical example is to play a bigger role in selling the
Pearl River Delta package to the world. During the last 20 years, Hong Kong
and the Pearl River Delta have been putting together an amazing package. With
continued integration between Hong Kong and the Mainland, South China can
offer a seamless range of services and resources to investors from around the
world — especially new investors who have not yet thought of coming here.

Our top officials — including Mr TUNG himself, with his wide range of
international contacts — are in a perfect position to sell this package. Normally,
cities send their top people, like mayors, on road shows to attract foreign
investment. I have actually had quite negative comments from some overseas
businessmen pointing out that our Chief Executive does not usually take part in
these activities. The target audience is chief executive officers, and they would
appreciate seeing the number-one man in Hong Kong. It would be an excellent
idea for Mr TUNG to devote a bit more time to this.

Mr TUNG and his colleagues must also sell the idea of continued
economic integration to the people of Hong Kong — the middle class, and
especially the grassroots. They must be honest with themselves, and with all of
us, about what this integration means in practice.

They should be blunt and accept that Hong Kong cannot compete with the
Mainland on price. They should resist calls from unviable businesses or
industries for public resources to help them operate on this side of the border.
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They must accept the fact that this will have repercussions in such areas as
incomes and employment. They must accept the possibility that our migration
patterns are unbalanced, and may need to change. All these will take political
will.

They must prove to the skeptics, at home and overseas, that integration
does not affect our political autonomy or our international character.

And they must prove to people on the Mainland side that Hong Kong treats
them as equals, with respect. We need a realization on both sides of the border
that we are all in this together. And that is what economic integration is all
about. The Government must preach this, and it must practise it, too.

Madam President, in the past, our Chief Executive has been criticized for
going into too much detail in his policy addresses. This year, he has been
criticized for not including lengthy details. Obviously, he cannot win.

I personally have no complaint over the lack of detailed content of this
policy address. But I am frustrated at the lack of detailed plans from many of
the Policy Secretaries. The Government postponed detailed proposals once, to
allow the new Secretaries time to get into their jobs. Now it seems it is
postponing them a second time, to allow for the Financial Secretary to announce
his Budget.

This brings me back to my basic, original points.

The lack of meaningful action to establish a broader revenue base. The
lack of serious action to bring government expenditure under control. The
reliance on the reserves to pay for the deficit. And the lack of meat from the
Chief Executive or his "ministers" about specific policies. All these suggest a
lack of political will. A fear of making difficult decisions. A preference to
put things off until a later date.

If a relatively minor issue like the abolition of minimum commissions for
stockbrokers becomes an epic challenge, how can we hope to broaden the tax
base? How can we hope to get the Government down to size? How can we
hope to implement social policies that reflect cross-border economic integration?
It all comes down to political will.
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Mr TUNG's second term needs to be about leadership. He can back
away from making difficult decisions. Or he can be bold, and he can convince
people to accept things that they do not want. FEither way, he will not be
popular. But if he exercises leadership, and does the things that are good for
Hong Kong, people will look back in five years' time and realize that the first
Chief Executive of the Hong Kong Special Administrative Region had a difficult
job, and he did it well.
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MR JAMES TIEN: Madam President, the problems that beset Hong Kong now
are far from unique. Right across the world, in countries as diverse as
Argentina or Japan, governments are grappling with economic woes for which it
seems that at present, there is no end in sight.
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Of course, it is disheartening for our citizens to hear the stark facts spelled
out once again in this year's policy speech. We had become so accustomed to
ever-growing prosperity in the '80s and early '90s with increased fiscal reserves
that of all the people in the world, we are perhaps the least adapted to cope with
economic downturn.

That may be why there has been a generally negative response to the Chief
Executive's speech. Critics seem to expect the Government of the Hong Kong
Special Administrative Region could come up with answers to external problems
like a magician pulling rabbits out of a hat. Fiscal problems are not so simple.
This is a changing world. It is in the process of becoming one vast global
market with ever-fiercer competition and we must adapt to it or go under it.
That means economic restructuring on a major scale, and that takes time. It
means making our economy leaner and fitter, more keen-edged, more
streamlined, and it also means greater sacrifices from many of us.

Naturally, that is not the kind of message that Hong Kong wants to hear.
But it is undoubtedly the way forward. When we are facing a predicted deficit
of over $70 billion this year, we must welcome every move that the Government
makes to reduce spending and increase revenue — no matter how painful or
distasteful that may be.

The Liberal Party has been urging action to reduce expenditure on the
Civil Service for a long time, and we are relieved to learn of plans for a 10%
reduction in staff numbers. We are also very encouraged by the news that civil
servants are willing to accept a pay cut if necessary. At time of crisis, we must
all do whatever we can to help, and we would hope that, in consultation with the
Civil Service, the precise details will be announced in the Budget speech in
March, when we will be able to learn many more details of the plans announced
in the policy speech.

In view of the huge budget deficit projected last year, next year's Budget is
the time to impose tax increases, but also a cutback in civil service pay to bring it
back to the 1997 level, which would be perfectly fair, given that we have
suffered a 13% deflation in the same period. There has been enough time to
prepare for this, and we cannot afford to prevaricate any longer. If there are
reasons for further delay, then they should be clearly explained. At the same
time, it should be emphasized that whenever the cuts are decided, they will be
backdated to 1 April 2003, the exact same date for tax increases.
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I believe that this is fair and what the public wants, and what the majority
of civil servants should accept as necessary and helpful to our economy in a time
of need.

Madam President, the rest of us face the unpalatable prospect of small
increases in taxes — another necessary evil in troubled times. Hong Kong is
celebrated for its low and simple tax base, and we must strive to keep it that way,
or lose one of the greatest selling points in attracting both local and foreign
investments here. But however much we deplore increases in salaries or profits
tax, or land and sea departure taxes, we can take comfort from the promise that
the rises will be small, although the contribution that the extra revenue will make
to reduce our deficit will be meaningful.

Just as crucial are moves to attract more investors, from abroad and inland.
An inflow of new blood from the Mainland, allowing young professionals and
entrepreneurs and their families to settle here and benefit from all the expertise
and knowledge that a world city like ours can offer, will revitalize the dynamism
and enthusiasm which has been lacking here lately. And if the new task force to
improve Hong Kong's business environment is made up of people at the sharp
end, who know from personal experience where the obstacles are, and what
needs to be done to make things better, then it should come up with some positive
and constructive ideas to attract investment and create new jobs.

So long as Hong Kong returns to the policy of "big market, small
government” and continues to be celebrated for its free flow of information, it
will always attract venture capital and be the best place in South East Asia to set
up regional headquarters.

Madam President, these are testing times, but the difficulties are not
insurmountable.  We are still extremely strong in fundamentals.  Our
infrastructure, our people's know-how, our rule of law, our freedom of
expression, efficient port facilities and our unrivalled strengths in finance,
tourism and logistics equip us to ride out the present storm. Adding to that, we
have the backing of China, which continues to forge ahead even in the present
very challenging global economic crisis.

If the policy speech did not produce an immediate panacea for all
economic ills, that is because recovery will take time and will be a gradual
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process rather than an overnight cure, especially when our society is determined
to keep the currency pegged to the US dollar. If people look beyond the present
woes to the long-term prospects, they will see a far brighter picture. We have
the Disney Theme Park in full steam, there are 20 new hotels in the pipeline to
cope with Hong Kong's growing popularity as a tourist destination — a fact that
comes not from the Government, but no less an authority than the World
Tourism Organization — and we have no lack of visionary ideas and big thinking
in proposals like the Hong Kong-Macao-Zhuhai bridge, which is undergoing a
feasibility study by the State Development Planning Commission.

Madam President, if that can be concluded quickly, it will chime in
perfectly with the positive moves that are underway to link us ever closer to
Guangdong and the many cities of the Pearl River Delta. The plans are there,
the prospects are extremely positive. But we must be a bit more patient and,
above all, optimistic. Behind the sombre words of the policy speech, that is the
real message: The economy will recover, the jobs will come, provided that
everyone in Hong Kong is prepared to do his or her bit for Hong Kong.
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MR ABRAHAM SHEK: Madam President, we are facing the toughest
economic challenges and economic recovery has yet to emerge. With available
government statistics, it appears that there is light at the end of the tunnel, but it
is actually a train coming in our direction. Erosion of people's confidence is at
an unprecedented level.

Why is people's confidence at the lowest level? The answer is simple.
It is because we are poorer and getting poorer. Confidence is linked to our
wealth and assets. There are over 1.4 million homeowners in the Hong Kong
Special Administrative Region (SAR) and without exception, each and every one
of these homeowners has his asset value nose-dived from pre-1997 high to the
present level with a difference of 40% to 60%. If one's assets have, in a short
period of five years, depreciated and suffered such a drastic drop, how could he
have confidence? The people who have bought new and uncompleted flats 12
months ago now wake up to find that their potential assets have dropped by
nearly 20%, what level of confidence could they have? The answer is a
dwindling one.
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Recovery of people's confidence must be the prerequisite for economic
recovery. Therefore, to achieve a stabilized property market is the very key to
the restoration of public confidence and economic recovery. The
Administration's nine housing measures introduced recently aim to achieve
market stability. The measures are widely accepted and welcomed, but have
yet to yield effective results. The Government needs to do more — continue to
withdraw from market participation and competition, and further introduce
policies that could encourage market stabilization and growth. What are these
measures? These measures are the relaxation of the 70% ceiling of mortgage
loans and the reduction of stamp duties. Such measures would greatly benefit
the secondary housing market and directly affect other markets, too.

The commercial office market, I am afraid, is facing even tougher
conditions than the residential market, as the Government, instead of helping as
it has done in the residential market, is doing the opposite. Prices for industrial
and commercial offices are at a pre-1986 level — Let me repeat, it is 1986, and
not 1996. Rental levels of these premises are equally bleak. The average
rental for offices in industrial buildings in Kwun Tong is $3 to $4 per sq ft; in
Hong Kong Island East, Western District and Central Kowloon, approximately
$8 to $10 per sq ft; and in Central, $20 to $22 per sq ft.

The trend is that the rentals are going further down. Critics of high office
rentals and even some government officials might applaud such reduction and
allege that it would improve our business competition. We know that this is a
false belief when we look at the vacancy rate of office buildings in our territory.
Low rentals yield deter investments in office development, creating economic
hardships for the construction industry and the tens of thousands of workers.

The deterioration of the commercial office market is directly affected by
the adverse economic crisis, but its drop is further aggravated by ill-conceived
government measures and market intervention.

I sincerely wish to draw the attention of Mr Henry TANG, though he is
not here, to the fact that some of the policies of his Bureau are bringing
detrimental effects to the tens of thousands of small and medium enterprises
(SMEs) that he works so hard to assist. He is no longer the white knight, he is
going to be the black knight. Without malice, the Administrative is softly and
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slowly killing the SMEs of the SAR with its songs of business social philosophy.
I am referring to the Government's two pet projects — the Cyberport and the
Science Park.

The Government has spent billions of Hong Kong people's money to build
the two projects, hoping to take Hong Kong into the highway of information
technology (IT) and bio-technology. This original intention was to bring
international cutting edge companies into Hong Kong. Unfortunately, with the
bursting of the IT bubble, we have yet to see cutting edge companies coming to
Hong Kong's dreamland of Cyberport and Science Park. Instead, the
Government is cutting the edges of commercial office market by pinching tenants
from the private sector with record low rentals and terms for A-grade offices that
the private sector cannot match. What kind of competition and what kind of
intervention is this?

The leasing activities of the Administration have triggered off a further
downward erosion and nose-dive of market rentals across the territory. Yes,
this affects my constituents — the developers, but I am not worried for them
because they can weather the storm without any problem. My concern is for
Mr Henry TANG's thousands of SMEs which have their own offices for
investment and usage. The erosion of market rentals and yields will bring down
the asset values for the owners of these offices and affect their bank borrowing
and their day-to-day operation. This is going to be a drastic killing for Hong
Kong.

It is time that the Government should cease to intervene and interfere in
this type of market activities, for this type of rental subsidies to businesses is
likened to a new policy of social office welfare under a new type of business
welfare philosophy. I should remind the Secretary, Mr Henry TANG, that
Hong Kong businesses need no welfare subsidies. We only need prudent
policies. Only our old, sick and underprivileged need this kind of government
assistance.

I call on the Government to stop the construction of Phase II of the Science
Park but use the money for social projects, and also to put the Cyberport for
academic use and stop the unnecessary competitions.
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Madam President, I now go back to my main speech. The Chief
Executive, Mr TUNG Chee-hwa's first policy address of his second five-year
term has drawn a wide range of views from commentators. Some have
criticized the brevity of the Chief Executive's speech and feel that it disregards
social issues, some say that it offers no new ideas or surprises to the general
public. But some say that it offers insight and inspiration. Personally, I think
that it is good to have diverse opinions. And also, one person's meat is another
person's poison. It is clear from the policy address that after his first five-year
administration, the Chief Executive and the SAR Government have come to the
realization that their previous extravagant blueprints for the long-term
development of Hong Kong, however appropriate, were born at the
inappropriate time, and these measures are over-optimistic and unattainable.
The present policy address is pertinent and down-to-earth in countering our
current economic and social problems head on. It highlighted all the issues that
the SAR Government needs to urgently deal with, including improving the
economic environment, stabilizing the property market, opening up new business
horizons, and expediting economic integration with the Pearl River Delta (PRD).

Madam President, Mr TUNG's policy address has set a clear direction for
revitalizing the economy. The Government now needs to put in place effective
mechanism to review and adjust, when necessary, the policy implementation
process so that the policy goals are not only achieved, but achieved effectively
and efficiently. For example, the policy address stressed that one of the most
urgent tasks is to further improve our business environment through prudent
policies and small government. In the policy address, the Government has
stressed that it would try to attract more foreign investment while retaining
domestic investment levels, boost economic activities and set up a high-level task
force to examine these issues. However, I would remind the Government that
various task forces had been set up in the past to review different policies, and
their effectiveness was quite limited due to indecisiveness when problems
occurred. We cannot afford to make the same mistakes again and again. It is
now time for action and not time for study and searching for solutions and
excuses.

Another case in point — recently, the Chief Secretary for Administration
and the Financial Secretary visited Japan and Europe, where they encouraged
SME:s to seize business opportunities in the increasingly integrated PRD Region
by setting up shops in Hong Kong. They have done great tasks. However, the
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Government appeared to ignore other key Hong Kong assets that may influence
foreign investors' decisions, such as the adequacy of international school places
for their children, subsidies for English Schools Foundation, an easily adaptable
environment for their families and the availability of world-class social services.
These are all factors that the Government should include in their sales pitch and
promotional strategy to entice foreign investments. I believe that these are
Hong Kong's unique advantages over other localities in the PRD. In this type
of promotion, we need all the assistance from the business chambers and private
sectors, and it should not be government-led.

In other areas, the policy address pointed out that the Government has, in
recent years, actively reduced costs by cutting red tape, deregulating rules,
streamlining procedures and enhancing administrative efficiency, in order to
lower costs. I think that the Government should continue to step up efforts here
and to avoid situations of direct market interference and intervention in the
private sector. The office lease of the Cyberport and the Science Park, as I said
earlier, are classic examples. Besides, I oppose the Secretary for the
Environment, Transport and Works, Dr Sarah LIAO's proposal on setting up a
new fare-adjustment mechanism for public transport operators. This proposal
is dangerous as the Government will seriously interrupt the operation of public
transport market and its independence. Is this what Mr TUNG called small
government and respect for market environment and independence? Being
popular is good, being popular is vanity, but being prudent is more important.

Madam President, I am quite disappointed that the Chief Executive has not
mentioned in his policy speech any solution for alleviating the present 16%
unemployment rate of the construction industry. The Government should
consider increasing its investment in public works projects (more than the $29
billion set aside annually for the next five years). It should expedite the
construction progress of public projects, open more new projects and adopt the
mode of private funded initiatives (PFI) or public-private partnership in
financing new projects. Moreover, I suggest that the Government should build
more public rental housing under the present deflationary trend. It will benefit
the community at large by fulfilling the housing needs for the low-income
families as well as providing more job opportunities for the construction workers.
All in all, the point I would like to stress is that the expenditure on public works
should not be considered as an expenditure, but should rather be as an investment
for our future, like education.
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Madam President, I hope that the Government will take my opinions into
careful consideration, otherwise, it will be difficult for the general public to
restore confidence in our economy.

Thank you.
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MR MARTIN LEE: Madam President, after five years of day dreaming, during
which period Mr TUNG's various ambitious plans of turning Hong Kong into a
Centre of Chinese Medicine, an Innovation and Technology Centre, a Regional
Centre for Multimedia-based Information and Entertainment Services, an Events
Capital of Asia and so on, were dashed one after the other, and Mr TUNG has
finally woken up recently to face reality. The fortunate thing is that most
people in Hong Kong did not dream with him.

Last Wednesday, Mr TUNG confidently announced the good news to this
Council that he has finally found the way forward for Hong Kong. He said,
"Our direction and position are very clear. Backed by the Mainland and
engaged globally, we are building Hong Kong as Asia's World City,
consolidating and developing our position as an international financial centre, a
producer services centre, a hub for information services and logistics and a
premier tourist destination. "

The important words are "Backed by the Mainland". In other words,
Hong Kong's future is dependent on the Mainland.

This is certainly a retreat from Mr TUNG's once famous words when he
first became the Chief Executive of Hong Kong: "When China gets better, Hong
Kong gets better. When Hong Kong gets better, China gets better." For five
years ago, Hong Kong and the Mainland were supposed to be interdependent.
Today, Hong Kong is dependent on the Mainland.

But five years ago, Hong Kong people were very confident. We believed
that we had a pivotal role to play in leading China forward by giving a good
example of how a Chinese community could prosper in a capitalist system with
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freedoms protected by the rule of law, a level playing field, good law and order
and with corruption well under control — all of which were lacking but essential
in the Mainland in its modernization programmes.

In just five years under Mr TUNG, the people of Hong Kong have lost
their confidence; and they do not see a bright future for themselves or Hong
Kong. They have become dependent on the Mainland, asking the Central
Government to let more tourists to come and spend their money here, and asking
for better treatment now that China has become a member of the World Trade
Organization.

During the last meeting that members of the Democratic Party had with
Mr TUNG on 29 November 2002, I asked Mr TUNG why Hong Kong was
doing so badly when China was doing so well, since according to him, when
China gets better, Hong Kong should get better. He replied, "Because China is
doing well, Hong Kong is not as bad as it otherwise would have been (Gt 1% B 52

o A EDKEINER). "

During the same period, the whole ethos of governance has also changed
in Hong Kong. Instead of the rule of law where we were all equal, some people
are now "more equal" than the others since Mr TUNG has become the Chief
Executive. The well-known examples were the non-prosecution of Sally AW,
who was a close family friend of Mr TUNG, and the sale of the Cyberport land
together with the adjacent prime residential site at Pok Fu Lam by private treaty
to Mr Victor LI, the eldest son of Mr LI Ka-shing, a former business associate of
Mr TUNG, and not at a public auction.

Today, the people of Hong Kong have lost confidence in Mr TUNG and
his Government. Mr TUNG wants the people to support him, as, in his words,
"we are all in the same boat"; and Mrs TUNG wants the people to stop
complaining all the time. Although Mr TUNG said that he and his Government
"are confident, determined and certain that we can lead Hong Kong out of its
current difficulties and accomplish the mission of revitalizing our economy",
most people do not share his confidence or conviction, for after all, the people of
Hong Kong did not elect him into office, nor did they want Mr TUNG to have a
second term.
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After the terrorist attacks on New York on 11 September 2001, the then
New York Mayor, GIULIANI, appealed to the people of New York to work with
him together and they immediately rallied round him. GIULIANI could do it
because he had the mandate of the people and he also had a good track record.
Unfortunately, Mr TUNG has neither. And to make matters worse, Mr TUNG
did not seem to care for the people and the hardships that they are facing. Mr
TUNG is bent on reducing the deficit as his top priority. But his policies are
contradictory. He wants to raise revenue by increasing tax and government
fees and charges, and yet he has stopped the sale of land in order to push up
property prices "a bit". The common perception is that he is helping property
tycoons to sell off their newly constructed flats. But because of the shortfall of
revenue from the sale of land, more public expenditure has to be reduced,
including the salaries of civil servants, which will lead to a general lowering of
salaries and wages in the private sector. The quality of services provided by the
Government will be adversely affected. The result is that the common good is
seen to be sacrificed for the benefit of the rich, thus fulfilling what I said at the
end of my speech in this Council on 16 October last year, urging the Government
to consider seriously the expectations of Members of the Legislative Council for
the 2003 policy address. 1 said, "So long as there is no democracy, there will
be no accountable government that looks after the interests of every sector of the
community, but a government of the rich, by the rich, for the rich."

Madam President, I do not believe that Mr TUNG has yet found the
correct direction for Hong Kong. Hong Kong must maintain its distinctiveness
if it 1s to succeed under the policy of "one country, two systems" as laid down by
DENG Xiaoping. Hong Kong must not be dependent on the Mainland or the
Pearl River Delta (PRD) although geographically, Hong Kong is a part of it.
Hong Kong must not be absorbed into the PRD.

Economic integration with the PRD is a fact of life, and has been so for
over 20 years. But Hong Kong must continue to have, among other things, a
distinct legal system.

Very recently, a senior Judge asked me why Mr TUNG has not sought to
promote Hong Kong as the arbitration centre of Asia. Indeed, Mr TUNG
should do so. But he must first restore the confidence of overseas investors by
openly undertaking in no uncertain terms that the Government of the Hong Kong
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Special Administrative Region will never again seek another reinterpretation of
the Basic Law from the Standing Committee of the National People's Congress if
the Court of Final Appeal has interpreted it.

Madam President, if Hong Kong can preserve its rule of law, its freedoms
and its way of life while working together with other cities in the PRD, the
people of Hong Kong may yet regain their confidence and work out a successful

future for themselves.

Thank you.
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Suspended accordingly at ten minutes to Eleven o*clock.



