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2002 FHE (85T ) BRHIEZE)
EDUCATION (AMENDMENT) BILL 2002

SECRETARY FOR EDUCATION AND MANPOWER: Madam President, I
move that the Education (Amendment) Bill 2002 (the Bill) be read the Second
time.
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The Bill aims to put in place a participatory, open, transparent and
accountable school-based management (SBM) framework for all aided schools.

The Government has been promoting SBM since 1991, and schools are
encouraged to participate on a voluntary basis. Given the significant amount of
government subvention to aided schools (about $38 million and $19 million
respectively for an aided secondary and an aided primary school each year) and
with the greater autonomy and flexibility devolved to schools in the delivery of
education and deployment of resources, we need to ensure that there are proper
checks and balances to govern the spending of government funds and the
performance of schools. To this end, the Education Department (ED) has set
up the Advisory Committee on School-based Management (the Advisory
Committee) under the Board of Education in 1998 to draw up an SBM
framework for aided schools. The Advisory Committee conducted a two-
month public consultation exercise in 2000. The feedback indicated a strong
support of the proposed school governance structure by the general public,
including teachers' associations and parents' groups. However, a fair number
of school sponsoring bodies expressed reservation about aspects of the proposed
framework, in particular, the devolution of responsibilities to school
management committees and the election of parent and teacher members to these
management committees.

The Advisory Committee had then revised its recommendations as far as
possible to address the concerns raised by the school sponsoring bodies by
reducing the number of elected teacher and parent managers from two or more to
one or more and by allowing a five-year (instead of three-year) transitional
period for the implementation of the framework. The Advisory Committee put
up its final proposal on the SBM governance framework in February 2001 and
the Administration has accepted in full the recommendations.

The main objects of the Bill are, first, to provide for the incorporation of
the management committee of a school as a separate legal entity to be known as
incorporated management committee (IMC) and to define the roles of the school
sponsoring bodies and the IMCs.

Second, the Bill requires the establishment of an IMC in every operating
aided school within five years from the enactment of the Bill, and to require the
establishment of an IMC in every planned aided school before the school
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commences operation. The Bill also allows a school that has joined the Direct
Subsidy Scheme and "a non-aided school in receipt of government subsidies” to
establish an IMC for the purpose of managing the school. The Bill provides
that the Government may terminate the sponsorship agreement if an IMC is not
established as required in an aided school.

Third, in order to enhance the transparency and accountability of school
management and to ensure that there is participatory decision-making by all key
stakeholders in schools, the Bill provides for the composition of IMCs to include
the following categories of school managers: the school sponsoring body
managers (must not exceed 60% of the maximum number of managers of the
IMC), elected parent managers, elected teacher managers, the school principal
(ex-officio member), alumni and independent managers.

The Bill provides that the IMC in each school should have its own
constitution. Flexibility is allowed for schools to address in the constitution
specific matters including the composition of the school management committee
and its membership, the tenure of office, arrangement for filling vacancies,
selection of principal and the means by which the constitution may be amended.

At present, school managers may attract civil liabilities in the course of
their duties. The Bill provides clear statutory protection for individual
managers by stipulating that they will no longer incur civil liability whilst
carrying out duties, provided that they act in good faith. This will better protect
school managers.

To facilitate the monitoring of schools' compliance with the Education
Ordinance, the Bill empowers the Director of Education to give directions to
IMCs and to appoint managers to the IMC if any provision of the Education
Ordinance has been contravened in respect of a school.

To enhance the transparency of the operation of the IMC, the Bill provides
that the ED will register the school managers and make their information
(including name, tenure and representing sector) available to the public. In
addition, the Bill provides that managers shall declare to the IMC any personal
interests which may conflict with their duties as managers.
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To ensure a fair and open selection procedure, the Bill provides for the
establishment of a principal selection committee for the purpose of nominating a
suitable candidate to be the principal of a school. The selection committee will
include representatives from the school sponsoring bodies, the IMC and
independent co-opted members.

The Bill also provides for the smooth transfer of contractual agreement
and continuance of terms and conditions of employment after the establishment
of the IMC. It provides as well that the functions performed by the supervisor
under the existing Education Ordinance and Education Regulations will be
transferred to the IMC, the principal or the IMC chairperson, where appropriate.
The Bill also includes detailed transitional arrangements for the school
management companies set up under the Companies Ordinance upon their
establishment as IMCs.

The Bill has included a number of provisions to address the concerns of the
school sponsoring bodies. To ensure the monitoring of the management of their
sponsored schools, the Bill provides that the school sponsoring body shall be
responsible for setting the vision and mission for the school and maintaining full
control of the use of funds and assets owned by it. The Director of Education
will have discretionary power such as to allow full-time staff employed by the
school sponsoring bodies to oversee the management of schools to serve on five
or more IMCs; to waive the formation of a principal selection committee upon
application and sound justification from the school sponsoring bodies, and to
allow the IMC to leave vacant certain categories of managers for specific
grounds, for example, alumni managers in primary or special schools.

We believe that the proposed SBM governance framework laid down in
the Bill represents a reasonable balance between the interests and sensitivities of
different stakeholders, whilst upholding the underlying principles of SBM, that is,
enhanced transparency and accountability of school management along with the
increased autonomy and flexibility for schools.

Madam President, I commend the Bill to Honourable Members.
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Mr Howard YOUNG rose to claim a division.

EHE BGFERBERLTLRR - RREBTE 3 9# -

R RAEMBRR -

ERFEREEZHMENRR MR ZAEHEE BAAEFERR WERAER -

IRE E g -
Functional Constituencies:
EXHERE  HFETFEE BHMMHEE  BEIOtiER  FEEZE - HKE

B KBIAEE  REERBENEBHFREEEK



Ew — 2002%F 128 4 H
LEGISLATIVE COUNCIL — 4 December 2002 77

MEREE "W EREHEERENE -

THH#EE  Ht®RZEE > B!
FEkE  FEFREE  FE

M EEMEREZEY
Geographical Constituencies and Election Committee:

MHEWHEE  WRCEE  FTEARE  FH#ZEE  FEWEE  REHF
A MRBIMEE  HREMEE  SENEE  BGHREE  FLERE &
FEME  AEERA  EEFEAE  SPREERE  HEXERE - BRER
B REREE RYBEEGREIREER -

REZERE N -

Ht
+h
it
N
E 2|

"EREEERABERIR -

F I B AT RS H Dy Re H e ﬁ;zéﬁ’]%,a F22 NHRF -9 NER 3 ARE
10 AR MEHETBEEERERLZEEREEANEE - F 22 AHFE -
20 NBEEARL - 1 ANH - IR RIS W H0 70 15 i 58 B o0 B DU =~ 808 Ak

i R 2 B AR IR AR WA R -

THE PRESIDENT announced that among the Members returned by functional
constituencies, 22 were present, nine were in favour of the amendment, three
against it and 10 abstained; while among the Members returned by geographical
constituencies through direct elections and by the Election Committee, 22 were
present, 20 were in favour of the amendment and one 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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THE PRESIDENT announced that among the Members returned by functional
constituencies, 21 were present, eight were in favour of the motion, three against
it and 10 abstained; while among the Members returned by geographical
constituencies through direct elections and by the Election Committee, 21 were
present, 13 were in favour of the motion and seven 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 motion was negatived.
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MR ABRAHAM SHEK: Madam Deputy, in early October, the Financial
Secretary suggested that he would cut public works projects that were not cost-
efficient. His comment triggered widespread concern about the Government's
funding commitment to infrastructure projects. Under strong public pressure,
the Secretary later reassured us that the Government remains firmly committed
to all currently planned projects. From now to 2007, the Government's capital

works expenditure will total $147 billion (or an average annual spending of
$29.4 billion).
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I welcome the Government's reassurance. But I do not feel reassured at
all. My reason is simple. Hong Kong's deficit, which has become the
Government's biggest headache, does not show any signs of weakening. If the
deflationary situation does not improve as hoped, or if the planned expenditure-
control measures fail to reduce government spending, the Government would
likely resort to more radical ways to restore fiscal balance. The Financial
Secretary's earlier comment, then, suggests what the potential last resort is.
There is reasonable concern that the Government might disregard the economic
and social benefits of infrastructure projects and unilaterally halt the
implementation of the currently planned public works in the next two to three
years.

Besides, the Government does not exactly have an excellent track record
of keeping promises. There is precedent of other broken government promises
with regard to the construction sector. The Government had committed to
creating 20 000 posts in the construction and civil engineering sectors between
2001 and 2002. So far, only 5 000 positions have materialized.

In my view, to maintain Hong Kong's long-term competitiveness, the
Government should not, and must not, so hastily surrender any infrastructure
items and should, instead, do the opposite by investing into the future by
embarking on more projects.

For one, Hong Kong's economic success is built on our sound
infrastructure network. By heavily investing in our foundation over the past
few decades, Hong Kong has secured a leading role as Asia's hub in road, sea
and air traffic. The Government fully understands the economic significance of
infrastructure, and proudly promotes Hong Kong's achievement to overseas
investors. Recently, the Chief Secretary for Administration and the Financial
Secretary, on separate business trips to Japan and Europe respectively, have
again promoted Hong Kong's first-rate infrastructure in the Pearl River Delta
Region.  Delaying or cutting certain projects due to current financial
considerations may relieve the Government's burden in the short term. But it
will hurt us in the long haul. What the Government should do is to make even
more investments in infrastructure to improve cross-border traffic, internal
transit systems and local community facilities.
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I suggest that the Government should study the formula of success among
the rapidly emerging mainland cities in the Pearl River Delta Region. Many of
these local governments in the Region have placed great emphasis on
infrastructure building. They are determined to overcome their budget
constraints and launch new projects through securing foreign investments or even
loans. Their determination is based on an understanding and confidence of the
long-term benefits of these projects. Presently, Hong Kong enjoys financial
stability that is supported by a depleting surplus. I believe that we are in an
even better position to overcome financial constraints than the cities in the Pearl
River Delta Region. Some may argue that it is not feasible to use Hong Kong's
reserves to launch more infrastructure projects. But there are other possible
funding methods, such as encouraging private investment and participation.

This approach is commonly known as Private Funded Initiative (PFI).
The private sector will finance, design and build the PFI projects. The
Government then repays, in regular instalments, for the use of the facilities over
a fixed period of time. By tapping the massive reserve of private enterprises,
the Government can help cut its budget deficit as well as encourage greater
construction quality. It should be noted that local private sector has been crying
for greater participation in public infrastructure. But they can do so only if they
are given the opportunity. I am happy as, in this very afternoon, the Secretary
assured us that the Government was seriously considering this route.

In addition, maintaining infrastructure investments will help relieve the
unemployment problem. The present jobless rate in the construction sector is
nearly 16%. With the Government's decision to cease the Home Ownership
Scheme and slow down the construction of public rental units, the sector's
jobless rate will likely climb even further. I hope that the Government will take
heed of this debate and encourage more work in promoting the infrastructural
development of Hong Kong.
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Dr Raymond HO rose to claim a division.
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Geographical Constituencies and Election Committee:
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 19 were present, seven were in favour of the amendment, 11
against it and one abstained; while among the Members returned by geographical
constituencies through direct elections and by the Election Committee, 21 were
present, 15 were in favour of the amendment, two against it and three 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 Albert CHAN rose to claim a division.
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MHEWHEE  FEAKE  FTHMREE  FEVRE  REHEE > HEH
B MEMEE  SHEGEE  BHRE > FLERE  BIZSWNEE £
FEMRE  BHESERA SAERE RYBEE RIEZEERE  LHELR
B FEERAMEEHRAEEK -

o

PRERRA NS -

THEGREREERAERR -

EREEMEHREEEERELNHEE > F 19 NHE > 19 NBR 1 H
TEEERERBLZEGERELNEE G 21 NHE 19 AR - 1 AN
H o HREEESBWADEREE > LEFHEL MR EEMREER
THE PRESIDENT announced that among the Members returned by functional
constituencies, 19 were present and 19 were in favour of the motion; while
among the Members returned by geographical constituencies through direct
elections and by the Election Committee, 21 were present, 19 were in favour of
the motion and one against it. 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.
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Adjourned accordingly at twenty-two minutes past Seven o"clock.
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Appendix
WRITTEN ANSWER

Written answer by the Secretary for Financial Services and the Treasury to
Mr HUI Cheung-ching's supplementary question to Question 5

In regard to the supplementary question on the progress of establishment of the
Commercial Credit Reference Agency (CCRA), the reply is as follows:

There is not a universal definition on small and medium enterprises
(SMEs). Employment size, annual business turnover, and assets of a company
are the most common criteria in defining SMEs. For statistical purposes, the
Government defines SMEs by number of employees. However, turnover is
being used as the criterion by many authorized institutions (Als) for the
classification of their commercial borrowers.

The Working Party has studied the various criteria. According to the
Hong Kong Monetary Authority's Survey on Desirability and Feasibility of a
Commercial Credit Reference Agency in 2000, most respondents (70%)
preferred the use of business turnover to the use of other criteria for defining an
SME. Furthermore, some Als are concerned about the accuracy of using
number of employees as the criterion, and they pointed out that there were
difficulties in verifying the figures, particularly when the SMEs had employees
in the Mainland. Turnover is thus a preferred choice as such figure for each
company is readily available in its audited accounts.

Having considered all options, the Working Party has concluded that
annual business turnover should be used for defining an SME for the purpose of
identifying those enterprises whose credit information would be held by the
CCRA.

There is at present no official statistics on the number of companies by
amount of turnover. However, according to available statistics from the Census
and Statistics Department which show the amount of turnover for
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WRITTEN ANSWER — Continued

"establishments", the number of "establishments" with turnover less than $50
million in 2000 was 168 614 (out of 172 053 in total) for 10 selected industries”,
and it accounted for over 98 % of all establishments in these industries. These

statistics suggest that using $50 million as the threshold, the CCRA should cover
a major part of the SME sector.

These are wholesale, retail, import/export, manufacturing, construction, transport,

business services, financing (except banking), communications and storage industries.



