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PAPERS

NHISCHET IR (RERFBMAT) 5 21 BRE5 (2) 5By HE 12 42 -
The following papers were laid on the table pursuant to Rule 21(2) of the Rules
of Procedure:

(llz=RER RN i

(1998 EBYEE (BEBYEENRM) (1B5])

) 260/98
(1998 FEpgy (/NigEwRME) (B3T)

) 261/98
(1998 fEpsfy (FEEEMIITH ) (EFT) HE1) ... 262/98
CGERIE (FTERE ) 20 o 263/98
(B flEfm (FMEWRA) £) oo 264/98

D e 266/98
(1998 F etk = HEEM (23T ) Fe@l (1998 F
520 98) 1998 F (EMHWD AE) oo 267/98
Subsidiary Legislation L.N. No.

Waste Disposal (Designated Waste Disposal
Facility) (Amendment) Regulation 1998 ........... 260/98

Merchant Shipping (Launches and Ferry Vessels)
(Amendment) Regulation 1998....................... 261/98

Merchant Shipping (Miscellaneous Craft)
(Amendment) Regulation 1998....................... 262/98
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Fugitive Offenders (New Zealand) Order ................... 263/98

Exemption from Profits Tax (Interest Income)
Order .o 264/98

Road Traffic (Traffic Control) (Designation of
Prohibited and Restricted Zones) Notice ........... 266/98

Air Passenger Departure Tax (Amendment) Ordinance
1998 (20 of 1998) (Commencement)

NOtCE 1998 ..o e 267/98
R
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(R ZE 1998 F 3 H 31 HIFWE 4 )

Sessional Papers

No. 1 —  Schedule of revisions to the 1997-98
Estimates approved by the
Provisional Urban Council during the
fourth quarter of the 1997-98 financial year

No. 2 — Revised list of works of the
Provisional Urban Council
for the 1997-98 financial year
(during the fourth quarter ended 31 March 1998)
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No. 3 — Revised Estimates of Expenditure of the
Provisional Regional Council
for the 1997-98 financial year

No. 4 — Revised list of works of the
Provisional Regional Council
for the 1997-98 financial year
(during the fourth quarter ended 31 March 1998)

mEEMNORER
ORAL ANSWERS TO QUESTIONS

EE:HH  EHREHE -RAGE®E [N MEEEHFHONE 15 2
o FRACERHMTEHARRERGS  DIESCRHEZMITEESR - R
e N EERMMTHARRERER  KEkENGF (FEEHA) 5 26
fie 55 (5) FKHY -

F—IHERH - REHEE -

HERRKRELEHE
Improvement to Complaints Against Police System
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1% 35 1% e JEL 58 B A 1Y & 1F
Operation of New Airport under Typhoons
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MR HOWARD YOUNG : Madam President, with regard to the standing
practice to allow those dependants to take up employment, I would like to know
procedure-wise, whether such an approval is given as a blanket approval which
may be stamped onto their travel documents on entry, or will they have to
individually and specifically apply on a case by case basis if they need an
employment visa as well? If so, whether the criteria are all the same as those
nationals who need to possess skills of value but not readily available in Hong
Kong?

TR RLZFRE -

SECRETARY FOR SECURITY: Madam President, before I answer the
question, I would like to ask for clarification. Is the Honourable Member
asking about the criteria and procedures for dependants of persons admitted
into Hong Kong for employment and whether they are given blanket approval,
or is he asking for the criteria for the entry of employment in the first place?

TR BFEEEE -

MR HOWARD YOUNG: Perhaps I have spoken too fast. The Secretary
said that it was a standing practice to allow such dependants to take up
employment. So, what I am asking is when you allow these dependants to
take up employment, whether approval is automatically given to all the
dependants when they come in, or whether these dependants just come in as
dependants and if they want to work, they have to make an application to you
and say "I want an employment visa as well"?
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SECRETARY FOR SECURITY: Madam President, let me try to explain the
system. Anybody who is a dependant of a person who is admitted into Hong
Kong for employment may apply for permission to enter Hong Kong to join
that person. That requires an application. It is not a blanket approval. He
does have to fulfil certain minimum or basic criteria. But once his application
for approval to join his family member who resides in Hong Kong succeeded,
he does not need to apply for any separate permission to take up employment
here because when he enters Hong Kong, he is only given a restriction on the
time that he may stay in Hong Kong, which is normally coinciding with the
length of stay of his principal family member in Hong Kong. He is not
restricted from taking up employment in Hong Kong. So, there is no need for
him to seek any further approval or application.
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Regulation of Securities Companies
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b A

Business type 1996-97 1997-98
(Manufacturing/Trading)

PSEGA A1 B2 PRI TS Bankruptcy Liquidation Bankruptcy Liquidation

(BLER/ B S WEF FHEE WEF FHEE
Camera & Optical Goods 0 5 2 3
T g E T ELE S/ E 5
Design, Decoration Furniture 15 13 11 11
WEl  BERFEELEHE/E5
Electrical & Electronic Products 10 38 11 32
ERNETEER/E)
Food 3 12 10 6
RS/ E 5
Garment, Knitting & Textile 38 108 41 58
AR~ Bk Rk e BEE SR/
Jewellery 8 7 2 4
HRESLER/E )
Leather & Leather Products 4 9 5 10
REN IRENR S =
Machinery 4 7 3 1
RIS/ E 5
Metalware 9 2 8 5
heBLEZE/E 5
Office Machines 2 5 0 3
NGRS A=
Paper 1 1 1 2
RmELEZE/ 5
Plastic Products 13 15 6 3
BB MELEZE/HE 5
Shoes 2 6 4 1
EEEE D)
Watch 0 3 4 5
FEERE/E 5
Wood and/or Cork Product 0 0 0 2
ARELG R/ B AR R LSS/ 5
Sub-total for 109 231 108 146
manufacturing/trading business:
G (BEEE/BES)
Total no. of cases in the year 562 557 643 459

et
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1996/97 1997/98
Causes of failure
SIERE E SRR IR Bankruptcy Liquidation Bankruptcy Liquidation
WEF FHEE EF FHEE
Decline in business 56 132 63 105
CESGENE
Cash flow problem 59 94 78 78
REREBHEE - EATE
- BERXAHEEE
- EiRE%
Personal guarantee liabilities 102 2 123 0
HASERATIEEH A E
Poor management 12 47 9 18
EHAE
Excessive use of credit facilities 43 2 33 0
B E R
High operating costs 6 33 7 30
R B S JRE R

e (ERED) PRSI XKMEER
Draft Central District (Extension) Outline Zoning Plan

13.  MISS CHRISTINE LOH: Regarding the Draft Central District
(Extension) Outline Zoning Plan gazetted on 29 May 1998, will the
Government inform the Council:

(@) of the minimum land area required to provide the necessary
transport infrastructure, including the Central-Wan Chai Bypass,
an extension eastwards of the Mass Transit Railway (MTR) North
Hong Kong Island Line and an airport railway overrun tunnel
extension;

(b)  given the presumption against reclamation in the central harbour
provided for by the Protection of the Harbour Ordinance, whether
it will propose a minimum reclamation plan to the Town Planning
Board and if not, why not; and
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(c) how it has observed and complied with the Protection of the
Harbour Ordinance?

SECRETARY FOR PLANNING, ENVIRONMENT AND LANDS: Madam
President, the need for reclamation in Central and Wan Chai Districts was first
identified in the Harbour Reclamation and Urban Growth Study in 1983 and
later confirmed by the Territorial Development Strategy in 1984, Metroplan in
1991 and Territorial Development Strategy Review in 1996.

The Central and Wan Chai Reclamation is divided into five phases.
Phases 1 and 2 of Central Reclamation and Phase 1 of Wan Chai Reclamation
had been completed. Detailed engineering investigation and design work for
Central Reclamation Phase 3 was completed in 1997.

The Protection of the Harbour Ordinance establishes the principle of
"presumption against reclamation", which states that "The central harbour is to
be protected and preserved as a special public asset and natural heritage of
Hong Kong people". The Ordinance does not prohibit reclamation but
imposes a public law duty on all public officers or bodies, in deciding on
reclamation, to have regard to this principle. In compliance with the
Ordinance, consideration on the remaining phases of the Central and Wan Chai
Reclamation will have to be given by weighing the public benefit which they
can bring about against the preservation of the central harbour.

In determining the need for and the scale of the remaining phases of the
Central and Wan Chai Reclamation, the Government has, therefore, taken two
principal considerations into account:

(a) the need for the reclamation on the basis of the requirements of the
community in terms of infrastructural and land use which must be
located within the proposed reclamation area; and

(b) the scale of the reclamation should not unreasonably diminish the
attributes of the central harbour as a special public asset and
heritage of the Hong Kong people.
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Based on previous studies and the Territorial Development Strategy
Review in 1996, the Hong Kong Island West Development Statement, which
was recently completed, concludes that for the long-term development benefit
of Hong Kong, an additional 80 hectares of land would need to be reclaimed in
Central and Wan Chai Districts for constructing key transport infrastructure,
transforming the existing waterfront to make it more accessible for the
enjoyment and use of the public, and providing space for the future expansion
of the Central Business District to enable Hong Kong to continue to maintain
its role as a highly competitive international financial and services centre.

The conclusion of the Hong Kong Island West Development Statement
has been critically reviewed by the Government in line with the principle set
out in the Protection of the Harbour Ordinance. The review concludes that
reclamation will be needed to provide land for the following:

(@) key transport infrastructure such as the Central and Wan Chai
By-Pass (to alleviate traffic along Connaught Road/Harcourt
Road/Gloucester Road corridor which would exceed their design
capacity by 100% by early 2000s), overrun tunnel of the Airport
Railway (which will need to be in place by 2004 to improve safety
for the Airport Railway), and North Hong Kong Island Line of the
MTR (to provide relief to the anticipated congestion in the MTR
Island Line in the next several years), as well as route protection
areas for the underground sections of these transport
infrastructure.

(b)  Public amenities and assets such as harbour front promenades,
pedestrian areas, open space, and other cultural and recreational
facilities so as to enable the public to have access to and enjoy the
amenities of the habour. The existing waterfront is dull and
inaccessible to the general public.

(c) Future expansion of the Central Business District (CBD) — the
existing CBD is almost fully developed and with very limited
space for expansion. Studies have indicated that it is essential to
maintain a strong CBD to enhance Hong Kong's role as an
international business and services hub, and to provide space to
meet its expansion needs in future.
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Through realigning and integrating some land uses, and taking into
account other engineering requirements, relocation for some harbour front
facilities, construction programming, environmental mitigation proposals, the
Government considers that the scale of reclamation in Central Phase 3 can be
scaled down but that a minimum of 38 hectares will be required to meet the
identified land needs and engineering requirements.

In making the proposal, the Government has also thoroughly considered
the findings of other studies which have recently been completed, namely, the
Cumulative Effects of Reclamation on Harbour Regime, the Wave Modelling
Study and the Comprehensive Study on Marine Activities, Associated Risk
Assessment and Development of a Future Strategy for the Optimum Usage of
Hong Kong Waters, environmental impact assessments and water quality,
hydraulic mathematic models on tidal regime and currents, wave climate, water
quality, vessel navigation, sedimentation and erosion of the seabed, and the
findings of associated studies such as visual impact assessment.

The proposed boundary of the reclamation as well as its land use have
been promulgated in a draft Outline Zoning Plan for the extension of Central
District which was gazetted on 29 May 1998 for public consultation. The
draft plan does not itself authorize any reclamation. Any proposed
reclamation has to be authorized by the Chief Executive in Council under the
Foreshore and Seabed (Reclamations) Ordinance (Cap. 127). No
authorization has yet been made. In considering whether any proposed
reclamation should be authorized, the Chief Executive in Council will consider
any specific objection and will weigh the presumption against reclamation
under section 3 of the Protection of the Harbour Ordinance against the public
benefits of any proposed reclamation in the central harbour.

‘TER
The "Millennium Bug"

14. MR HOWARD YOUNG: Will the Government inform this Council

whether it has resolved the problem of the "millennium bug" where government
computer systems:
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(@)

(b)

have interactions with those of commercial users, such as land
registry search, and whether such users have been informed of the
situation,; and

are related to the tourism industry, such as the immigration
control system of the Immigration Department and the aeronautical
systems of the Civil Aviation Department?

SECRETARY FOR INFORMATION TECHNOLOGY AND
BROADCASTING: Madam President,

(@)

(b)

We have embarked on a comprehensive rectification programme
for government computer systems and equipment to resolve the
Year 2000 problem (commonly called the "millennium bug").
Over 50% of our systems are now Year 2000 compliant. We are
working on the remainder and expect to achieve compliance well
within 1999.

The rectification programme mentioned in the foregoing paragraph
includes government computer systems which have interactions
with those of commercial users, such as land registry search. In
the case of land registry search in particular, we are liaising with
the service provider to ascertain the compliance status of the
hardware and software currently used by the Direct Access
Services (DAS) subscribers. We will inform DAS subscribers of
the progress in August 1998 when the compliance position has
been confirmed.

The Government's Year 2000 compliance programme also covers
computer systems which are used by departments whose functions
are related to the tourism industry. In the case of the
Immigration Department, a comprehensive technical study on all
its systems was completed in January 1998. Rectification work is
underway. All critical systems which include systems managing
arrival and departure of visitors, as well as computer interfaces
with systems of other parties, will be compliant by June 1999.
As regards the aeronautical systems of the Civil Aviation
Department, they have all been tested and confirmed to be Year
2000 compliant.
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First Reading of Bill
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HOLIDAYS (AMENDMENT) BILL 1998
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- A

Bill read the First time and ordered to be set down for Second Reading

pursuant to Rule 53(3) of the Rules of Procedure.
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MISS CHRISTINE LOH: Madam President, I speak to support the motion
and the amendment since the various points raised essentially covers what the
seven political parties have agreed upon. The one new issue seems to be the
Honourable CHAN Kam-lam's call for the establishment of a Social Welfare
Services Development Fund. I do not believe that it is necessary to set up
such a fund for the Government to implement its commitments to social
welfare services. Mr CHAN Kam-lam also spoke about the Government's
proposal to provide a $2 billion government guarantee scheme to small and
medium sized enterprises. The Citizens Party has provided a detailed
proposal on exactly such a scheme for the Government back in May. We are
pleased the idea has been accepted. We differ from the Democratic Alliance
for the Betterment of Hong Kong on how the scheme should work. We
believe that the scheme should be implemented via the banks but Mr CHAN
seems to think that it should not be. We look forward also to the Government
advising us exactly how the scheme should work. As I said, the Citizens
Party has already provided a detailed format.

I would like to use this opportunity to say that these measures proposed
by us and other measures proposed by the Government are essentially
short-term measures to help stimulate the economy. At this stage, we know
that the Government has to use fiscal measures to ease the pain. We all know
that these measures are not enough to solve Hong Kong's longer term problems.
We know that Hong Kong's economic fundamentals need to be re-examined so
that we can continue to grow and be competitive in the global economy.

Let us look at some simple figures about our economy. More than 50%
of our Gross Domestic Product and stock market is property related. At its
peak in 1997, the market value of Hong Kong property companies was more
than 40% of all listed property companies in the world. By the way, Hong
Kong, however, accounts for less than 1% of world output. Someone looking
at Hong Kong from the outside might well asks: what sort of an amazing place
is this?

Let us look now at the last Budget which we all liked so much at the
time. There were sizable tax breaks, increased social welfare and an
expanded house-building programme. Let us remind ourselves that the
Budget assumed land revenues equal to those received in the previous year.
Given now that we are in a recession, corporate and income taxes will be lower,
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as will be collections from property and stock transactions. The Government
has announced rescue packages, and we all know that we are heading for a big
fiscal deficit. It is comforting that we have money in the reserves for this
rainy day.

How big that deficit will be in many ways depends on the health of
property market. There are fewer buyers, secondary market transactions have
slowed, and banks are more reluctant to give mortgages. Presumably, that is
why the Government took the bitter pill to announce it will stop selling land till
March next year. Property downturns are especially bad news for Hong Kong
precisely because so much of our economy is tied to it. A continuous slide in
values can take the banking sector along with it here in Hong Kong. Our
banks have up to 40% of their assets in mortgages. Some people say we do
not need to worry too much because the banks here are big enough and can
take a few hits, but I wonder if this might still be true if property prices
continue to slide and slide much further in a short period of time.

Many people have pointed out that our economy is too tied to property.
Yes, I agree, but there are no quick and cheap solutions. We must also
recognize that much of our public revenues also come from property. How
do we wean ourselves off this? The next motion moved by the Honourable
LEUNG Yiu-chung calls for long-term investment and Mr CHAN Kam-lam
calls for a long-term industrial policy to advance Hong Kong's economic
development. Mr LEUNG Yiu-chung mentions developing local industries as
well as high technology and high value added industries. Next week, the
Honourable Miss CHOY So-yuk will want to talk about the service industry.
That is all very well to say but we do need to first examine where we are now
and what we are going to do with land and housing policy. Without dealing
with this very central issue, Madam President, we cannot in all honestly define
a new economic plan.

The Chief Executive's housing plans were ill-conceived though well
meant. The Hong Kong Special Administrative Region Government inherited
an economy that has a strong property bias. Government policy over the
years enabled a handful of developers to monopolize land, our most vital and
scarce asset. However, to try and change it without truly understanding what
the consequences may be was sheer folly. We do not like many aspects of
housing in Hong Kong because we have a shockingly poor housing stock. Let
us face it, we pay a lot for bad workmanship. It is scandalous that so many
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people have to live in appalling conditions. But, the real issue right now is
whether we can afford to allow property prices to slide further within a short
period of time? Some people seem to think so. I ask them to pause for
thought.

What we need is for the Chief Executive to eat his pride and be willing
to reshuffle his deck of cards and reconsider his land and housing policy from
scratch. These are difficult times for Hong Kong and for the region. If we
have an opportunity to do this, then we might be able to consider more
sensibly what our policy should be, and to consider how to build up other
aspects of the economy over time. We need to identify which activities can
best bring the gains for Hong Kong. We need to think how we can revive
tourism. For example, is building a cable car to the Big Buddha on Lantau
the best idea the Government can come up with? The Government should
seriously think about using that money and applying somewhere else? What
about promoting Hong Kong as the international hub for East-West medicine
and natural therapies? In the meantime, let us acknowledge that if property
prices fall further, we might not even have the opportunity to consider building
other aspects of the economy.

In considering reinventing the economy and to make it more broadly
based, Madam President, we also need urgently to rebuild our depleted
intellectual capital. = Our education system is not good enough. Our
vocational training needs to be upgraded and become respected. Everyone
needs to help, otherwise we will not be able to support a new economy.

Madam President, I would address some of the other issues in the second
debate. Thank you.
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MISS MARGARET NG: Madam President, Hong Kong is indeed facing a
serious economic downturn. The Government should indeed face up to the
impact on the livelihood of the people and take effective measures to alleviate
hardship. So much I agree with the motion of the Honourable CHAN
Kam-lam.

However, the Government must at all times act responsibly and for the
long term overall good of the community. Sound fundamental principles must
not be sacrificed for quick fixes which are of little real help to the economy.
One example is reducing commercial rent in public housing estates. Hong
Kong has always honoured commercial principles under the rule of law.
Contracts are made to be kept. I agree in a bad market, landlords should
seriously consider re-negotiating the rent with their tenants, particularly those
who had signed their tenancy agreement at the height of the market.
Otherwise, if the tenant is forced to close down and quit, the landlord will also
suffer.

What I find difficult to accept is an across-the-board reduction imposed
upon the landlord as a matter of policy, whether the rent is above market or
not, whether the tenant faces real hardship or is making a good profit.
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If we adopt such a position, where will this lead us to? If we require
this of public housing landlords, will commercial landlords in the private sector
be made to do the same next? And then residential landlords? If not, why
not? The Honourable Mrs Selina CHOW and Dr the Honourable LEONG
Che-hung said that the Housing Authority has not been following the
commercial principles itself. But if so, the remedy lies in urging it to do so,
not in abandoning these principles.

Further, if the rental market goes up again, will there be another policy
to increase the rent, even when the tenancy agreement does not provide for it?
Are we going to make it, eventually, a policy for rent to be chargeable as a
percentage of profit?

I understand that measures are aimed at particularly those who are
economically most vulnerable. If so, are we quite sure that reducing petrol
tax across-the-board will help those who, like me, have no motor cars, or will
it rather help to reduce the expenditure of those who, like Mr TUNG
Chee-hwa, have at least three of them?

Likewise income tax rebate. Everyone knows, poor people pay
considerably less tax than the high-earning class. Does it alleviate the
hardship of the humble employee, to give a sizeable tax rebate to his employer?
Madam President, I must confess myself quite puzzled.

As to the broad policy views, such as the Government implementing its
commitments and trying to improve employment opportunities, I certainly do
not disagree.

Indeed, it is my view, what the people of Hong Kong are most
concerned about is not just the present but the future of the economy. Can we
feel confident that things are going to get better? Can we be confident that
this Government knows what it is doing, and is capable of staying in control?
Do our officials have a clear view of what is required to keep Hong Kong safe,
or are they already in panic?

It is important for Government to be consistent. Only a consistent
Government can be credible. A credible, consistent Government with clear
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principles and long-term plans is essential to confidence — 1 mean the
confidence of people in Hong Kong as well as investors all over the world.

Therefore, I urge this Government to keep cool, to face hardship and
concentrate on protecting those systems which have so strongly protected our
people in the past. Short-term measures may be needed from time to time,
but they must be backed up by sound principles.

It is not easy to disagree with a motion entitled "alleviate the hardship of
the people", especially when the preamble and broad view are so
unexceptionable. It is even harder to turn down a proposal to let me have
some of my hard-earned tax money back. But the bite of the motion is in
pushing specific measures. It will be dishonest of me to take the easy way out.
Madam President, I oppose the motion and its amendment.
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PRESIDENT: Mr Ronald ARCULLI.

MR RONALD ARCULLI: Madam President, I would like to make two
preliminary points on the Honourable CHAN Kam-lam's motion before I go on
to the substance of it.

The first is that Hong Kong has not entered into a period of economic
adjustment as is stated in his motion. Hong Kong, Madam President, is in
recession. Yes, that terrible "R" word. The second is that this recession is
not just affecting people's livelihood. It is affecting everyone and it is
particularly affecting the 1.2 million homeowners and the 290 000 small and
medium sized businesses which employ some 98 % of our workforce.

Our homeowners and small and medium sized businesses are the very
essence of our economy. That is why the Liberal Party has made them the
cornerstone of proposals put forward by us to the Government to help stimulate
the economy. Indeed, their immense contribution to Hong Kong has been
sadly ignored or even derided frequently by some political parties when they
refer to the business sector as being in cahoots with the Administration. Their
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sole mission in life is to work hard, educate and house their families, and
perhaps save something for their retirement. And I hope that as we open a
new chapter, this Council will not only acknowledge their contribution, but
recognize the tremendous pain and hardship that quite a lot of them are
experiencing today.

All of us depend on them to work our way out of this recession and to
put Hong Kong back on the path of economic growth. And therefore, the
remarks which Mr CHAN Kam-lam made about the suspension of land sales is
wholly misplaced. It is not, and I emphasize, it is not for the benefit of
property developers. It is solely to stabilize the property market. It is an
acknowledgement that many of our homeowners and small and medium sized
businesses have mortgaged their homes, their offices, their shops or even their
factories to secure banking facilities as working capital for their businesses.
And when the asset value of the collaterals that they have placed with the banks,
including shares in the stock market, has shrunk, quite naturally the banks
would reduce, if not cut, any credit that is given to these businesses. And I
think that is the reason why the Government acted, quite rightly in my view, to
help stabilize the property market.

As far as the measures referred to in Mr CHAN Kam-lam's motion are
concerned, the ones that would benefit these homeowners and small and
medium sized businesses are tax refund as well as the reduction in rent for
commercial premises that are either in the Housing Authority's domain or
within the Government's premises.

As far as the tax refund measure is concerned, I would emphasize it is
not a tax cut measure. As Members would appreciate, the difference is quite
simple. A tax refund is a one-time deal, whereas a tax cut has recurrent
consequences. [ suspect that if we were to force the Financial Secretary, he
would probably prefer to do nothing at all. But if push came to shove, he
may choose tax refund rather than tax cut.

Madam President, the case for a tax refund is irrefutable. The most
cogent reason is that even in normal times, excess tax dollars do the most good
if such dollars are with taxpayers rather than frozen in public coffers. This is
a firm belief of the Liberal Party. In today's troubled times, and with tight
liquidity in our money markets, returning some $16 billion of tax dollars
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serves two purposes. First, not only would salaries and profits taxpayers
benefit immensely, Hong Kong would benefit as well from any increased
investment or consumer spending that may flow from such a refund. Second,
the multiplying effect of monies being deposited with banks would help ease
the tight liquidity in that sector.

Madam President, I am tempted to make remarks in reply to certain
things that some of my colleagues have said. But I think rather than do that, I
would like to give a very clear message to the community. A great majority
of us, and sadly not a unanimous voice in this Council, are in favour of the
measures mentioned in Mr CHAN Kam-lam's motion and the amendment
proposed by the Honourable Mrs Selina Chow. 1 hope that those who
disagree with them might abstain from voting or perhaps absent themselves
from this Chamber so that we can have a hundred percent vote to give a clear
direction to the Government. But I suspect that it is probably falling on deaf
ears because I know my friend, the Honourable Miss Margaret NG, who is
very principled and is not about to leave.

In conclusion, I want to pose a question on tax refund. If the rest of the
world expects Japan to stimulate its economy, which may include tax cuts,
would the same voices criticize Hong Kong if our Government made a
one-time tax refund? Perhaps the Financial Secretary could offer an answer to
my question.

Thank you.
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Geographical Constituencies and Election Committee
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THE PRESIDENT announced that among Members returned by functional
constituencies, 27 were present, 26 were in favour of the amended motion and
one was against it; while among Members returned by geographical
constituencies through direct elections and by the Election Committee, 25 were
present and 24 were in favour of the amended motion. Since the question was
agreed by a majority vote of each of the two groups of Members present, she
therefore declared that the amended motion was carried.
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THE PRESIDENT'S DEPUTY, DR LEONG CHE-HUNG, took the Chair.
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MR BERNARD CHAN: Many of our Members of this Council, like most
people of Hong Kong, would have felt the pain that the recent economic
turmoil has unleashed on our society. We see our businesses shrink, our flats
devalue, and some of our relatives and friends lose their jobs or live in fear of
going to work the next morning to find that they are being laid off. We, on
the contrary, have just got new jobs. As Legislative Councillors, we receive
considerable remuneration. It is our job to help relieve Hong Kong people's
misfortune by resorting to our jurisdiction. I deeply believe what can really
help, apart from a little bit of financial aid, like rent cuts, is an unyielding faith
in our future.

Many people have cast a vote of confidence in Hong Kong by purchasing
a flat or working incredibly hard. Their desire is simple but solemn — to
lead a decent life. The middle class has been particularly enthusiastic in
helping to keep the economy alive, but is now badly hit by the economic crisis.
What they are looking for has little to do with financial aid, but new initiatives
and job opportunities. They are most ready to earn their living and, the most
of important of all, to regain their dignity by resorting to their professional
skills and wisdom. These are what they deserve, they believe.
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Mr Deputy, in times of massive lay-offs and closure of companies, our
unionist Councillors have done a lot helping the jobless. The motion before
us carries multiple measures proposed by the Honourable LEUNG Yiu-chung
which deserve further study in great depth. I am afraid I cannot lend my
support lightly right now.

I would like to reiterate that unemployment has become a great concern
for middle class families which previously earned several tens of thousands of
dollars per month. What they expect from the Government are new initiatives
for future development, rather than an advice to dump their savings to untried
businesses, which may unfortunately result in a total loss. Only if we
capitalize on our professional skills to provide first-class services and resources
to somewhere else can we regain our livelihood — and dignity.

I urge the Government to be far-sighted and give us a vision to tide over
these hard times. Mr Deputy, I shall abstain from voting. Thank you.
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REBER - EHREHE -

MISS CHRISTINE LOH: Mr Deputy, Mr LEUNG Yiu-chung asked the
Government to develop local industries. There seems to be a mistaken
impression that Hong Kong has no industries. Actually, we have some very
successful businesses in the industrial sector. These companies, however, do
not manufacture very much in Hong Kong nowadays. They manufacture
where costs are the lowest, or they manufacture close to their export markets,
even if that means paying higher costs.

These companies are successful, not because they are cheap, but because
they are good at what they do. Their central functions of product
development and engineering are still based in Hong Kong. Their marketing
and distribution units are also in Hong Kong. I do consider these as our high
value-added activities. These companies need good technicians to improve
and create their products. They also need support staff to handle their global
production and distribution networks.  The days of low-cost, low-skill
manufacturing in Hong Kong are over. If we want to develop high-cost,
high-skill industries and services, we need to dramatically upgrade our
intellectual capital. As a small, open economy thrusted into the global
markets, we need more than ever to be highly skilled.  There are
opportunities, for example, in bio-technology, in East/West medicine research
and in environmental technologies. These are just a few examples. There
are more growth areas.

When I was listening to Mr LEUNG Yiu-chung in the earlier debate, Mr
Deputy, he seemed not to have put much faith in the usefulness of financial
services. I hope he will change his mind because this is genuinely an
important and a potential growth area. As a banking centre, Hong Kong is
way, way behind London and New York. Hong Kong's stock market
capitalization is only a fifth of the size of London's and one-twentieth the size
of New York's. Hong Kong also cannot rival London and New York in
volume of transactions or number of financial deals. Our foreign exchange
and futures trading are really no more than second-class in scope and in
volume. With Tokyo in trouble and Singapore no better than Hong Kong,
there is an opportunity for growth. With China's reform, Hong Kong is best
placed to help China raise capital. This is essential to help China modernize.
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What we need to do is to have a vision and a plan to be Asia's premier
financial centre. Industry needs financial support. The Government had
better get real financial professionals to head its financial services bureaux.

Anyway, these are issues for future debate, Mr Deputy. But going back
to Mr LEUNG Yiu-chung's seven proposed measures to help unemployed
persons tide over difficult times and rejoin the labour market, some of the
measures are already part of the seven parties' proposal to the Government,
such as to speed up infrastructural projects. 1 would put one proviso, Mr
Deputy, and which is, that will not lead to sacrificing environmental concerns.

There are several of Mr LEUNG Yiu-chung's seven measures which I
am unable to accept, however. For example, I really am not sure that to use
legislation to require employers to consult labour unions or employee
representatives before resorting to lay-offs will help reduce the number of
people being laid off.

Mr LEUNG Yiu-chung and yourself, Mr Deputy, might remember that
not very long ago, may be several months ago, one local hotel tried to suggest
ideas on how to minimize laying off staff. The measure they proposed may
not have been too attractive. It was something like asking a portion of their
staff to take unpaid leave for some months, but that the hotel was willing to
continue with some benefits such as medical care. When that proposal was
made public, I recall that it was roundly condemned by trade unionists.
Perhaps trade union representatives could have mediated in that case rather
than to have condemned the employer's effort. In the end, what happened
was there seemed to have been no channel for discussion, and the hotel after a
short while decided actually to lay their staff off.

So, I do want to pose one question, and that is, how labour activists and
labour union representatives in Hong Kong can actually try and use their skills
and experience to mediate rather than to call for legislation at this stage.

We all know, Mr Deputy, even if we were to accept this proposal to
have legislation, it will take many months for the laws to be thought through
and to be passed by this Council. Since today the problem is we are having a
rising unemployment situation, if it is possible in some cases to minimize the
problems, I will call on our very committed labour representatives in this
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Council to do what they can to mediate rather than to condemn employers for
wanting to cut costs.

The business climate is truly difficult today. Sales have gone down. If
you are operating a small business and relying on local business, you are not
able to get credit. You have a liquidity problem. What you want to do is to
try to increase productivity, and that is why you may want your workers to
work longer hours. These are very practical measures. I think it would be
wrong for us to roundly condemn what employers are trying to do to lower
costs and to increase productivity.

For these reasons, Mr Deputy, I am unable to support Mr LEUNG
Yiu-chung's motion.
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MR RONALD ARCULLI: Madam President, the hour is late, so I will be as
brief as I can. I would only want to deal with two points in the motion put
forward by the Honourable LEUNG Yiu-chung, and they are point 3 and point
4 of his motion. Point 3 deals with the Supplementary Labour Scheme and
point 4 deals with speeding up and perhaps, implementing promptly other
infrastructural and transport projects.

As far as the Supplementary Labour Scheme is concerned, to my
recollection, this was a scheme that was used to replace the General Labour
Importation Scheme, and was a compromise between the labour and the
employer representatives in the Labour Advisory Board in February 1996, and
a review was carried out quite recently to reaffirm the scheme. From that
point of view, despite our present economic climate and the unemployment rate,
I think the essence of the Labour Importation Scheme at present — and indeed
it is a matter of policy that the Liberal Party agrees with — is that we only
agree with importation to solve bottlenecks. In other words, where there is a
shortage of labour in any particular industry or sector — and in this respect
we are no different from what the Honourable Michael HO just said on behalf
of the Democratic Party — we believe that allowing restricted importation of
labour to solve bottlenecks, instead of increasing unemployment in Hong Kong,
actually increases employment opportunities in Hong Kong. But as we say,
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the Scheme has to be monitored properly and has to be flexible to adapt to
Hong Kong's economy and surrounding circumstances.

And this brings me really to the fourth point, which all of us have asked
of the Government in the past few months, and that is to speed up the progress
of infrastructural projects as well as to, perhaps, increase other planned
transport and infrastructural projects. How can these projects be carried out if
there is inadequate labour? What we need, of course, is a fair way for us to
assess the adequacy of construction labour in Hong Kong to fulfil these targets.
And in terms of the adequacy or otherwise of construction labour, the Hong
Kong Construction Association has for many occasions put forward a very
cogent and reasoned case that there are certainly bottlenecks within the
construction industry which require a solution. And that is a short-term
solution, not a long-term solution. The long-term solution as far as the Hong
Kong Construction Association is concerned, Madam President, is in fact to
train and to retrain a local labour force and indeed to attract young people in
Hong Kong to enter that particular industry.

I think whilst this process is going on, it should not stop, because if it
does, it may mean that others will not have work to do in the construction
industry. Thus, I think, within this limited framework, we do support the
importation of labour.

In terms of Mr LEUNG Yiu-chung hoping to achieve the fourth
paragraph of his motion, at a meeting in the presence of all the political parties
as well as the Breakfast Group and our friends from Frontier when we met
with the government officials, including Mr Matthew CHEUNG, I did sound
out a note of caution to my colleagues that, if the Government is expected to
deliver the request of all of us, they have to keep an open mind on the issue of
importation of labour.

Madam President, that is all I would really wish to say on that particular
issue. Thank you.

TR ETHEE
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Mr CHAN Kam-lam 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 Members returned by functional
constituencies, 22 were present, seven were in favour of the motion, 13 against
it and two abstaining; while among Members returned by geographical
constituencies through direct elections and by the Election Committee, 23 were
present, 17 were in favour of the motion and five against it. Since the
question was not agreed by a majority vote of each of the two groups of
Members present, she therefore declared that the motion was negatived.
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NEXT MEETING
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Adjourned accordingly at twenty-six minutes to Midnight.



