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WRITTEN ANSWERS TO QUESTIONS
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EER LR D
Drug Evaluation Centres

2, MR BERNARD CHAN: It is reported that the Singaporean Government
Is setting up a Centre for Drug Evaluation in respect of new drugs for
registration. In this connection, will the Government inform this Council
whether it has similar plans to establish such centre in Hong Kong, particularly
in respect of Chinese medicine; if it has, of the steps it will take to ensure its
competitiveness among drug evaluation centres in the region; if not, the reasons
for that?

SECRETARY FOR HEALTH AND WELFARE: Madam President, in Hong
Kong, pharmaceutical products are evaluated for their safety, efficacy and
quality before they are approved for registration and sale. Evaluation is
performed by the Pharmaceuticals Registration Committee, established by the
Pharmacy and Poisons Board under the Pharmacy and Poisons Ordinance (Cap.
138). The Committee comprises medical doctors, pharmacists, a veterinary
surgeon and a chemist. In carrying out its functions, the Committee, where
necessary, will also seek the expert advice of specialist doctors and university
academics. This arrangement is serving a similar purpose as the Centre for
Drug Evaluation in Singapore.

As regards Chinese medicines, subject to the passage of the Chinese
Medicine Bill by the Legislative Council, a statutory regulatory framework will
be established in the future to control the practice, use and trading of Chinese
medicine, including a requirement for all proprietary Chinese medicines to be
registered before they can be sold in Hong Kong. An evaluation mechanism,
similar to the existing one for pharmaceutical products, will be set up for the
evaluation of the proprietary Chinese medicines seeking registration.
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Mainland Migrants
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HEEAEHAMRE
Application of Information Technology in Schools

b, MR SIN CHUNG-KAI: Regarding the pilot scheme in respect of the
application of information technology (IT) in schools, will the Government
inform this Council:

(@)

(b)
()

(d)

of the criteria used in selecting the participating schools and the
measures taken to ensure fairness in fund allocation;

of the amount of money granted to each school in the scheme;

of the progress and the estimated completion time of its evaluation
of the scheme; and

whether it will consider providing funds to all schools for them to
undertake IT projects; if so, the estimated total costs and the
sources of funds; if not, the reasons for that?

SECRETARY FOR EDUCATION AND MANPOWER: Madam President,

(@)

With a view to identifying and disseminating the best practices in
using IT in education, the Government has introduced an IT Pilot
Scheme in the 1998-99 school year for two years. Ten primary
and 10 secondary schools have been selected as IT pilot schools,
based largely on the following criteria:

(1)  staff readiness in terms of qualification and experiences on
using IT in teaching and learning activities;

(i)  quality of schools' IT development plans;

(i) schools" track record on computer usage, as well as
involvement and participation in computer related activities;

(iv) availability of space to accommodate additional computers;
and
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(b)

(d)

(v) location of schools (this is to ensure as far as possible that the
pilot schools are geographically distributed evenly so that
non-pilot schools nearby can easily visit and share experience
with them).

To ensure fairness, all primary and secondary schools were briefed
in advance on the objectives of the scheme, schools* entitlement and
responsibility under the scheme, as well as the key selection criteria.
Applications were assessed by a selection panel comprising
representatives from the Education Department (ED), the
Information Technology Services Department, the Hong Kong
Computer Society, the Hong Kong Association for Computer
Education and the Hong Kong Institute of Education.

Under the scheme, each selected primary and secondary schools
have been allocated $3.71 million and $6.073 million respectively.
The grant is provided for acquiring computer equipment, arranging
networking and related site preparation works, and other IT related
activities. In addition, each school is provided with an additional
graduate teaching post for two years to co-ordinate IT related
activities in schools, at an annual recurrent cost of $0.39 million for
one primary teaching post and $0.42 million for one secondary
teaching post.

All pilot schools have already completed their site preparation
works, acquired their computers and made the necessary
networking. They are now actively implementing their IT plans
and are at different stages of progress. The ED is closely
monitoring their implementation. Experience sharing sessions
will be held from April 1999 onwards for dissemination of their
experience in using IT in education to other schools. The ED will
commission a tertiary institution to conduct and complete an
evaluation of the pilot scheme in the second half of 2000.

The Government has been implementing a number of initiatives on
IT in education, which cover all public sector primary schools,
secondary schools, special schools, secondary technical schools as
well as prevocational schools. A capital sum of $3,200 million
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(from the 1998-99 to 2002-03 school years) and a recurrent sum of
$600 million (starting from the 1998-99 school year) have been set
aside for their implementation. The provision is mainly for
acquiring computer equipment, arranging networking and related
site preparation works, teacher training, as well as the provision of
technical, professional and resource support. We will regularly
review the provision for schools to ensure that schools can benefit
from the latest advancement in IT and that their needs are
adequately met.

In addition, individual schools may apply to the Quality Education
Fund to carry out school-based IT in education projects. So far,
the Quality Education Fund has supported about 50 such projects
amounting to $50 million.

Bt 9218 B 89 8 =X
Granting of Funds for Research Projects
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ERELEZ) T EELQE
Building of Walt Disney Theme Park on Lantau Island

1, MISS CHRISTINE LOH: Regarding the proposal to build a Walt Disney
theme park on Lantau Island, will the Government inform this Council:

(@) of the body or government department that will enter into contracts
with the Walt Disney Company;

(b)  whether this Council will be consulted about various details, such
as the terms of the draft contracts, the concessions made and the
infrastructure to be provided by the Government, before the
contracts are signed;

(c) whether the Government will compare the overall benefits to
tourism and the economy which will be derived from the
Government's investments in the theme park project, to those
benefits which will be gained if such investments are put to other
uses; and

(d)  how the port development plans on Lantau Island will be affected,
and if the port facilities have to be relocated, of the recommended
alternative locations?

SECRETARY FOR ECONOMIC SERVICES: Madam President, our replies
to the four parts of the question are as follows:
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(@)

(b)

()

(d)

Should an agreement be reached between the Government and the
Walt Disney Company, we would seek legal advice on who would
be the most appropriate person to sign the agreement on behalf of
the Government.

Provided that we could reach mutually acceptable terms and
conditions with the Walt Disney Company, we will consult the
Council.

The Government will conduct a cost-benefit analysis of the impact
on the economy and tourism of its investment in the theme park
compared to alternative uses of the land.

The planned port development at Northeast Lantau will be reviewed
If it is decided to proceed with the theme park development. This
does not necessarily mean that the planned port facilities will have
to be relocated.

HEEREMNHEENWES
Promoting the Protection of Intellectual Property Rights

8, DR DAVID LI: According to a survey conducted by the Federation of
Youth Groups, almost half of the young people interviewed believe that there is
nothing wrong in buying pirated goods, whilst one third of them have no idea
that laws protecting intellectual property rights have been enacted and another
one third consider that a thriving market in fake items helps reviving the

economy.

(@)

(b)

In this connection, will the Government inform this Council whether:

it will step up efforts to promote the protection of intellectual
property rights in primary and secondary schools; and

it will consider launching specific educational programmes and
providing additional funding for such programmes?
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SECRETARY FOR TRADE AND INDUSTRY: The Government fully
recognizes the importance of education in raising the awareness of the public,
especially the younger generation, of the need to respect intellectual property
rights.

(@  The Intellectual Property Department (IPD) has been conducting a
Secondary School Visits Programme since September 1997.
During these visits, the IPD staff explain to secondary school
students what intellectual property rights are and their importance to
Hong Kong. Since then, over 160 secondary schools with more
than 55 000 students have been covered.

In addition, a tailor-made teaching kit has been produced with the
help of local film and music producers, pop artists, cartoonists and
designers. We have already distributed more than 1 000 free
copies of this teaching kit to both primary and secondary schools.

From time to time, the IPD staff also visit tertiary educational
Institutes to discuss with the staff and students about the importance
of protecting intellectual property rights.

(b)  We will continue with the existing school visits programme. An
additional provision of $9 million has been earmarked for the
coming three years to strengthen the Government's effort to conduct
more promotional activities to both students and the public in
general, and to produce publicity materials on the theme.

AEMEFTNE LB
Unauthorized Alteration of Bus Routes
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Appointment of Women to Advisory and Statutory Bodies

100  MISS EMILY LAU: Will the executive authorities inform this Council:

(@) of the respective numbers of men and women in the overall
membership of the 350 government advisory and statutory bodies;
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(b)

()

of the respective numbers of men and women on the Home Affairs
Bureau's database on persons who have a record of or interest in
public service; and

whether they have formulated plans to boost the number of women
appointed to such bodies?

SECRETARY FOR HOME AFFAIRS: Madam President,

(@)

(b)

()

According to the latest information available, there are 3 893 men
and 949 women appointed to government advisory and statutory
bodies.

The Home Affairs Bureau maintains a Central Personality Index
System which is a database containing personal data of individuals
who are serving or have served on government advisory and
statutory bodies and those who have indicated an interest to serve on
these bodies. The database currently keeps the personal data of
14 104 men and 3 146 women.

Appointments to government advisory and statutory bodies are
normally made on an ad personam basis taking into consideration
the individual's abilities, expertise, experience, integrity and
commitment to public service, regardless of the gender. Members
of over 100 women organizations as well as professional bodies,
trade and industrial organizations, academic institutions, among
others, have been invited to indicate their interest to serve on these
bodies by submitting their personal information for inclusion into
the database maintained by the Home Affairs Bureau. Moreover,
to further facilitate members of the public who are interested in
serving on these bodies to provide their personal information to be
included into the above database, the relevant proforma has recently
been uploaded onto the Internet for their easy access.
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R RERERNERNRE LER
Provision of Free Pick-up Area at New Airport

11, MR BERNARD CHAN: At present, private car drivers picking up
passengers in the airport at Chek Lap Kok can park their cars only at the fee-
charging car parks, which offer no grace period for short stay. In this
connection, will the Government inform this Council if it knows:

(@)

(b)

()

whether the Airport Authority (AA) had surveyed the practices in
other major international airports before it made the decision of not
providing a free pick-up area; if so, the results of the survey;

whether the AA has plans to designate such a pick-up area for
private cars; if not, the reasons for that; and

given the long walking distance from the arrival hall to the car park,
whether the AA will consider providing more convenient picking up
arrangements for arriving business leaders?

SECRETARY FOR ECONOMIC SERVICES: Madam President, we have
consulted the AA. The information provided by the AA in response to the
three parts of the question is as follows:

(@)

(b)

The airport's design consultant had taken into consideration the
practices at other major international airports in the general design
of the Passenger Terminal Building (PTB). However, the AA
does not have information on whether the pick-up arrangements at
other airports had been specifically deliberated at the design stage.
In considering the pick-up arrangement at the new airport, the AA
also has to take into account the operational needs. No passenger
pick-up, free or otherwise, can be provided on the road down the
arrivals level (Cheong Tat Road) as it is primarily for Emergency
Vehicle Access and dispersal from fire exits at the lower levels of
the PTB.

There are designated pick-up areas for private cars at the open car
park to the south of the PTB and the multi-storey car park to the
north. Vehicles using the car parks are charged at $13 (in the case
of open car park) or $16 (in the case of multi-storey car park) an
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hour. The AA has examined the possibility of designating areas
close to the PTB as free pick-up areas or offering a grace period for
short stay at the car parks. However, based on experience at Kai
Tak and actual operational experience at the new airport, there is a
real risk of clogging up the traffic in the surrounding areas if such
arrangements are introduced. While waiting for their passengers,
drivers would tend to drive in and out of the pick-up areas or car
parks when the grace period is expired, thus causing traffic
congestion in the nearby road system. Immense resources would
be required to maintain order with no guarantee of smooth
operation.  Such arrangements would also encourage touting
activities.

The AA has estimated that the walking distance between the meeters
and greeters areas in the PTB and the pick-up areas in the public car
parks is on average five to six minutes, which would normally not
be considered as excessively long. The AA attaches great
Importance to the convenience of passengers. However, given the
physical constraints, there is little scope for making significant
changes to the present arrangements.

Museum Collections

12 MISS CHRISTINE LOH: With regard to the museums managed by the
two Provisional Municipal Councils, will the Government inform this Council:

(@)
(b)

()

of the categories of collections currently held in such museums;

whether it has estimated the value of such collections by category;
and

of the current ownership and management responsibility of such
collections; and how these will be affected upon dissolution of the
two Provisional Municipal Councils?

SECRETARY FOR HOME AFFAIRS: Madam President, on the basis of
information provided by the Urban Services Department and the Regional
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Services Department, the answers to the Honourable Miss Christine LOH's
questions are as follows:
(@) and (b)

The categories of collections currently held by the Provisional
Urban Council and Provisional Regional Council museums, and
their estimated value are tabulated below:

A. Provisional Urban Council

Hong Kong Museum of Art
(including the Flagstaff House Museum of Tea Ware)

Category No. of Items Estimated Value
(HK$)*

Chinese Antiquities 4 074 435,557,793

Chinese Painting and Calligraphy 3910 452,262,755

Historical Pictures 1185 65,890,307

Contemporary Hong Kong Art 2 756 71,896,632

Total: 11 925 1,025,607,487

* Based on the market value of the collections

Hong Kong Museum of History
(including the Law Uk Folk Museum, Lei Cheng Uk Han Tomb
Museum and Hong Kong Museum of Coastal Defence)

Category No. of Items Estimated Value
(HK$)*
Archaeology 7 023 2,090,000
Ethnography 14 237 13,450,000
Local History 41 265 30,860,000
Natural History 4 579 3,600,000

Total: 67 104 50,000,000
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* Based on the insured value of the collections
B.  Provisional Regional Council
Hong Kong Heritage Museum
(including the Sam Tung Uk Museum, Sheung Yiu Folk Museum,
Hong Kong Railway Museum and Tak Wah Gallery)
Category No. of Items Estimated Value
(HK$)*
Hong Kong Contemporary Art 1987 5,451,980
Chinese Art 1220 137,542,600
Hong Kong Design Works 5968 3,126,169
Historical Objects 52 811 33,121,029
Total: 61 986 179,241,778
* Based on the insured value of the collections
The materials on display at the Hong Kong Science Museum and the
Hong Kong Space Museum are not included in the above tables as
they are regarded as exhibits and most of them are fabricated.
(c) The ownership and management of such museum collections
currently rest with the two Provisional Municipal Councils.
Should the two Provisional Municipal Councils be dissolved, it is
envisaged that the ownership of the collections will be vested in the
Hong Kong Special Administrative Region Government while the
management responsibility will be transferred to a government
department responsible for leisure and cultural services.
T2 R AY P
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ERRIEZERK AN RELE
Refusal to Handle Dead Bodies of AIDS Patients

14 MISS EMILY LAU: It is reported that some funeral parlours refuse to
handle dead bodies of AIDS patients or to provide funeral services for them. In
this connection, will the executive authorities inform this Council whether they
have received such complaints, if so:

(@) whether they have investigated such complaints; and

(b) of the names of the funeral parlours which were the subjects of the
substantiated complaint cases; and the actions they have taken in
respect of such funeral parlours?

SECRETARY FOR HOME AFFAIRS: Madam President, on the basis of
information provided by the Urban Services Department and the Regional
Services Department, answers to the Honourable Miss Emily LAU's questions
are as follows:

Under the Public Health and Municipal Services Ordinance (Cap. 132),
the two Provisional Municipal Councils (the two Councils) are the licensing
authorities for funeral parlours and undertakers. The role of the two Councils
Is to protect public health through licensing control of the funeral parlours and
undertakers. The aim of control is to ensure proper handling of dead bodies
without interfering with the normal business and management decisions of the
operators concerned.

The two Municipal Services Departments (the two Departments) have
issued a set of guidelines on Precautions for Handling and Disposal of Dead
Bodies prepared jointly by the Department of Health, the Hospital Authority and
the two Departments to the funeral parlours and undertakers for adoption by
their staff. The guidelines state that any dead bodies carrying an infectious
disease including AIDS (that is, HIV infection), should be handled and disposed
of with special procedures so as to minimize the risk of transmission of disease.

So far, the two Departments have no record of having received any
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complaint against funeral parlour operators or undertakers for refusing to handle
bodies of persons infected by AIDS or to hold funeral services for their relatives.
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Occupancy Position of Industrial Estates
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RIS IR 1T 8 4
Forged Travel Documents
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APPROPRIATION BILL 1999

MEFHFEMN 199 F I AIHBENEMARERE B
Resumption of debate on Second Reading which was moved on 3 March
1999

DR LEONG CHE-HUNG: Madam President, once again, the Financial
Secretary has pull a hat trick in his Budget for the year 1999-2000 to win a round
of applause, if not approval, amongst major political parties. For under the
constraint of "you can only cut your clothes according to your cloth™, in this
economic downturn, there is not much cloth for him to cut, nor are there that
many rabbits which he could pull out from his hat.

There is yet another angle of the Budget for which the credit goes to the
Financial Secretary — there is a distinct sense of boldness and innovation — a

breath of fresh air quite different from the usual civil service culture of
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"bureaucracy", from the age-old attitude claiming that we should not “rock the
applecart.

To wit, the move to demutualization and the merging of the exchanges and
clearing houses, as well as the suggestion for a major civil service reform are
bold moves. The idea of a Cyberport and the theme park are new innovations.

| particularly welcome the commitment to a health care financing reform
when the Financial Secretary said, "In health care, we can no longer defer a
serious and purposeful discussion on the issue of health care financing. We
cannot ignore the burden on the public purse of a quality, accessible and
virtually free public hospital service."

Let us hope that all these are deeds and not just words. Some have
commented that the Budget speech goes beyond the Budget and that it borders on
changes in major policies. In short, it could be seen as a mid-term policy
address. But if it is for the better, so be it.

Yet, are all that glitter really gold? Is the Financial Secretary pulling
wool over the public's eyes using his masterly Hounduni's act?

Let us, therefore, look at the different proposals of the Budget and gauge
their effectiveness or otherwise in "relieving the pain™ the community suffered
from the economic downturn, and in producing an environment conducive for
doing business and turning the tide so that Hong Kong can move onwards and
sustain with new strength.

The tax rebate is the talk of the town. Whilst few would not welcome an
unexpected windfall and as the Financial Secretary suggested, it will initiate a
pleasant mood, many regard this as an unnecessary step.

As a start, most consider that paying full tax is an obligation and that once
paid, they are so prepared. A legacy of a couple of thousand dollars or a few
hundred which most taxpayers in the medium income brackets would receive is
not going to stimulate their spending to help the retail market. Furthermore,
the administrative cost must be phenomenal. One wonders whether the $8.5
billion so handed out could not be put to even better use. After all, it only takes
twice that much to build a Cyberport.

Worse still, with all the efforts done, the lower income groups, which
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must be perhaps hardest hit by the economy, are not benefited as only 40% of
the public in Hong Kong pay tax.

Yet, if a tax rebate is to be the order of the day, it must be done quickly
and in equal ratio amongst the taxpayers. The move to cap the tax rebate to a
ceiling of $100,000 as proposed by the Honourable LEE Cheuk-yan is, therefore,
against the principle of fairness and natural justice, and should not be supported.

It may not be completely wrong to "rob the rich™ in these lean times. To
many, the Budget gives that cynical impression. To wit, there will be an
adjustment of stamp duty rates and banding on property transactions. Whilst
properties below $3 million will not be affected, stamp duty for real estates over
$6 million will rise from 3% to 3.75%. To add to the perceived atonement,
tunnel toll will be double for private cars; so is parking meter charges and fixed
rate penalty for traffic related offences, which will be increased by 26.5%.

Let the Government not forget, the apparent well-to-do group in the
community do "hurt" perhaps even more on a proportional basis from these bad
times. Their moods must not be taken for granted, let alone completely
ignored.

Few would disagree that the efficiency of the Civil Service in Hong Kong
has much improved nowadays. Yet, most would agree that after so many
decades, a reform is much warranted, if not already too late.

Yes, we must pay our public and civil servants reasonably and sufficiently
to attract those with talent and retain them to serve the public with no distraction.
Yet, their pay and benefit must not overly out-step the private sector. It is thus
a welcome move that the Standing Commission on Civil Service Salaries and
Conditions of Service is to conduct a benchmark review of entry points for new
recruits to be in step with the private sector. Similarly, it is welcoming that
justifications for various civil servants® allowances as well as the pension scheme
be re-examined.

But will these changes affect those incumbent? If it does, full
consideration must be given to the possible impact on the morale of our
180 000-odd civil servants and 140 000-odd subvented staff. Full
consideration must be given to the contractual obligation that the Government
has on existing staff. On the contrary, if only new recruits are to be paid on a
lower package, the morale will be similarly affected when two staff members of
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the same grade with the same responsibility are being rewarded differently.

Civil service reform is not simply a matter of review of emoluments and
benefits, but much depends on cultural alteration and change in service mode.
The idea of fully corporatize suitable government services could well be the way
forward. Yes, proper corporatization provides greater flexibility in hiring and
firing. It could also put in place an appraisal system which can be used
effectively in determining performance pay. Yet, it must not be simply paying
a lip service.

The Government is well advised to take stock of the Hospital Authority
(HA) — a corporatized quasi-governmental body which aims to introduce
corporate initiatives. Yet, eight years down the line of its establishment,
although improvement has been brought to the services, the HA is viewed by the
public as problem-plagued. Much of the corporatization culture, such as
greater flexibility in hiring and firing, still await to be witnessed.

The reasons? There is an inherent fault of the Government's "'shedding
responsibility” attitude — getting hospital service responsibility out of their
shoulders — very little nurture and monitoring, let alone direction, is given to
the HA.

More, whilst the HA Board by statute is to manage public hospital
services, many Board members regard it as an advisory body with little
accountability, let alone ownership of the activities or the mishaps of the
organization. Is this the mere fault of individual members, or is it a lack of
clear directives from the Government?

Worst, whilst responsible for health policy setting, the relevant
government bureaux lack the expertise to oversee, let alone to guide the HA,
which is already out of civil service regime and perhaps, control.

Corporatization will undoubtedly lead to privatization and on that, the
Budget speech has cited the water supply as a suitable candidate. Yes, many
cities round the world, even our closest neighbour, Macau, allow private sector
participation in the supply of water and claim success. Yet, let us not forget
that water is an essential element that we all need. More, we need safe, clean
and affordable water for which utmost monitoring and maximum accountability
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Is essential. This, the Government cannot shed its responsibility, nor should
we allow any private organization to hold Hong Kong to ransom on a monopoly
of an essential service.

Any decision on corporatization or privatization of public assets must
strike a well balance of all factors affecting the public or the commercial sector.
More, the Government must still ensure holding the proper monitoring string for
public good and public accountability.

Madam President, the medical and dental profession are downright
disappointed that no move are being made to raise tobacco tax. To me, the
reluctance to increase excise duty on tobacco is unforgivable and the reasons
submitted unpalatable.

The Financial Secretary argued that "increasing tobacco duty will only
enhance the attractiveness of contraband cigarettes and provide further impetus
to smuggling and illegal sale. It would be counter-productive in revenue terms
and would contribute little to furthering our anti-smoking policy. Worst of all,
it would further erode public respect for the rule of law.™ That is what the
Financial Secretary said.

In short, the Administration is bowing to the pressure of illegal forces and
activities. Surely, if the law prohibits smuggling of cigarettes and their illegal
sales, the proper way is to strengthen law enforcement, and not compete with
illegal sales through cheaper legal transaction. The Government's commitment
to anti-smoking is thus put on doubt.

Madam President, in my opening remarks, | praised the Financial
Secretary for his boldness in suggesting a change of health care financing policy.
Yet, for this to bring on any benefit, it will be years away. What about the
current status for health care? Is the health care budget enough?

For years, the Government has been “playing around with figures" in
claiming that health expenditure has been increasing by "leaps and bounds".
This year, it said that the health sector has the second largest share of 14.6% of
the overall recurrent public expenditure in 1999-2000. Also, over the past five
years, health expenditure has a 38% growth, representing 7% per annum.
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However, let us not be misled, the majority of such "increases" were in
fact used for the operation of new hospital beds or clinics, or for paying or
taking over of government services previously not appearing in the HA account
book. In short, little is used on the improvement of existing services.

There is also an apparent worry of under-estimation of the projected
increase in service demand for the HA. For example, the projection of only
1.6% rise in accident and emergency department attendance, 2% rise in in-
patient admissions and 1.7% rise in specialist out-patient clinics attendance can
hardly compare with the experience of the past few years.

Madam President, with the increase in infectious diseases and emergence
of new bacteria strain of communicable diseases, it is disappointing that the
Department of Health is still adopting piece-meal approach in disease
surveillance as well as control of food, environment and drug safety, judging
from the budget estimates.

In view of the rising concern of health prevention, primary health care
should be given high priority. Regrettably, the Department of Health (which is
responsible for primary health care services) is only allocated 11% of overall
health expenditure.

It might be argued that a 26% rise in budget is allocated to "health
promotion™. It is hoped that the money would be put in proper use instead of
just mounting large scale "healthy living" fanfare.

It is disappointing that the Government refuses to reconsider providing
some degree of public dental services — at least to the needy and the elderly.
It is more ironic in the recent Comprehensive Social Security Assistance review
that, even the special grant for denture is cut. This merely indicates the
Government's ignoring of the oral health needs of our citizens.

Neither are the oral health of "'special needs group" (that is, mental and
physical handicap, those with serious and disabling oral diseases or specific
medical diseases) being well taken care of. Despite the Government's previous
over-conservative estimation of 11 500 patients demanding such service this year,
there is only a financial provision for 7 600 patients.

Our Government can hardly claim that it is safeguarding "total health for



kg — 1999%F 38 24 H
56 LEGISLATIVE COUNCIL — 24 March 1999

all" for Hong Kong public when oral health of the public is being ignored for
long.

With these remarks, Madam President, | support the Appropriation Bill
1999.
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MR JAMES TIEN: Madam President, all previous Budget speeches were
annual financial reports. This year's reads like a five-year plan. The reason
for it is clear. We do not have much to look forward to in the near future and
so must look to the longer term.

The Financial Secretary is in the visionary mode, so should we. Before |
gaze at the horizon, I must focus on what is in front of us. The sight is not
pretty. These are hard times. Our Gross Domestic Product (GDP) contracted
by 5.1% last year after a 5.3% growth in 1997. This is quite a reversal of
fortune. Tourist receipt fell by 14% and export of services by 6.6%. Official
unemployment stands at 6% and unofficially, it is probably worse. The
statistics look bad. The retail shops look worse.

The Financial Secretary seeks a silver lining and finds it. He thinks that
we are more competitive now. Property value and rental are half of what they
were at the peak. Salaries are stagnant. Consumer prices are shrinking.
The costs of doing business are coming down.

I am not as cheered by these figures as the Financial Secretary is. We
are more competitive now relative to ourselves two years ago. However, we
are still not competitive relative to our rivals. Others have restructured since
the recession began. We are doing it slowly.

Hong Kong still labours under the illusion that our problems are external,
that once the economy has bottomed out, it would rebound and we might as well
forget about serious structural reform. | am not so sure. My view is that
many of our problems are domestic and latent. The Asian crisis came along
and simply exposed them.
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| agree with the Financial Secretary that we must go into deficit spending
In the short term to revive the economy. The 10% tax rebate should encourage
consumer spending and help company finances. But our unionist legislator, the
Honourable LEE Cheuk-yan, wants to turn an economic stimulus issue into a
class issue. He is proposing to limit the rebate to $100,000 at the maximum.
He does not want corporations, the small and medium enterprises, to enjoy the
break.

Mr LEE understands populist politics. But I am not sure whether he
understands economics. Everybody in Hong Kong needs a bit of help right
now, including the companies, many of them are in the red or close to it. The
rebate can make companies more willing to hire more people or not lay as many
of them off. This is good for the workers and for the unemployed. Why
should we punish those who are the first to suffer from the recession and the last
to benefit from a recovery, just to serve Mr LEE's envy of the more successful?
Mr LEE's proposal not only violates the principle of fairness, but also
contradicts the long-standing taxation policies of Hong Kong.

"Earn more, tax more" has proved to be a fair and well-accepted way of
taxation. If there is a tax rebate, the same principle should also apply, that is
"paid more, return more™. | cannot find any reason to support the set up of a
maximum rebate limit. If one supports a maximum rebate limit, why not also
set up a maximum tax paid limit by any person or corporation?

In supporting this amendment, we would only send a wrong message to
the international communities that Hong Kong has become discriminating
against successful people or businesses.

Madam President, the Liberal Party supports extending the freeze on
government fees and charges for one year. We accept the increase on tunnel
toll. However, we are not so sure of the steep increase in fixed penalty, which
would hurt a lot of our small delivery businesses and others who earn a tough
living in the transport trades.

The Liberal Party also supports the Financial Secretary for not reducing
spending on education, health care, housing and welfare. He is right to be
compassionate for those down and out. He is just as right arguing that Hong
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Kong must continue to provide adequate services for our people and prepare our
next generation to meet the challenges of the coming century.

The Financial Secretary also suggests merging the two stock markets and
making our financial institutions less vulnerable to hedge fund speculators. He
has obviously learned the lesson of last year when the Government and the Hong
Kong Monetary Authority intervened in the markets.

Hong Kong aspires to be the financial centre of Asia, a sort of halfway
point between New York and London. Geographically, we are perfectly
situated. Financially, we are not there yet. Our financial architecture needs a
strong foundation and the time to lay the stone is now.

Since we are talking about finances, let me praise the Financial Secretary
for proposing to list the Mass Transit Railway Corporation (MTRC). There
are people who say that this is like selling the family silver, but I disagree. We
are not going to sell controlling shares of the MTRC, just a minority stake to
help the MTRC expand.

Selling some blue chip MTRC shares in the midst of a record Dow Jones
run should be easy. The proceeds would also push up the credit rating of the
MTRC and also that of Hong Kong.

| also suggest the listing to be extended to include the Kowloon-Canton
Railway Corporation (KCRC). The money from the stock selling would enable
the KCRC, for example, to build its Ma On Shan feeder line and partly finance
the hugely expensive Western Corridor Railway. The KCRC and the MTRC
would then not have to secure huge bank loans, the interests of which would be
passed to the passengers in the form of increased fares. They also would secure
much more of their own working capital rather than have to rely on the
Government for capital injection. The Government could then use the saving
to cover its other commitments — in housing, education, health care, welfare

and so on.

The Financial Secretary, our most famous Mr TSANG, has announced the
Government's courtship of Disney. | have no doubt that Hong Kong is the best
place in the world to accommodate the fifth Disney theme park. Our territory
has a lot of assets, advantages and general allure. We need Disney to soften
our overly commercial image globally, to draw in several million more visitors
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to help revive our tourist industry, and give our artists a new lease. When we
have a Disney theme park, business travelers will not mind bringing their
families here. People drawn to Disney would get a chance to see the other
aspects of Hong Kong, appreciate our culture and way of life.

Our Government, however, has not got a great track record negotiating
great deals for Hong Kong. We can see that with the airport contracts, the
Government Stadium management deal and the telecom franchise, which is only
now deregulating. But as always, | am an optimist and have faith in the
learning of the Financial Secretary from his and others" mistakes. With Disney,
we may have to shell out billions of dollars in infrastructure and revise our
whole urban planning strategy for the next century. For this price, we must be
sure that we get more in return than just a few manual jobs selling tickets,
serving beverages and wearing Mickey and Mini costumes.

Madam President, the Liberal Party supports the Cyberport scheme. We
know our future as a technological centre rests with this project. Some
businessmen are not happy that the Government has not opened the Cyberport
scheme to public tender. The Liberal Party would back such a tender, if other
consortia have more viable plans than what has been presented to the
Government. So far, we have not seen any alternative scheme. We do not
want a protracted tender process because the project cannot afford to be delayed.

Time is the essence in high technology. A couple of years wasted is like
an eternity in an industry in which a generation is measured by months, not
decades. The Liberal Party also does not want the whole Cyberport issue to
deteriorate into yet another mad scramble for cheap land for housing
development. The Cyberport has its own merits other than an excuse for a land
grab.

Having a Cyberport, that is true to its purposes, would send a powerful,
positive image to the world that Hong Kong has come of age. We want the
Cyberport to be a beacon for the best technological talents, whatever their
nationality. We want it to advertize our cosmopolitan outlook and savvy.

Today, Malaysia is about to resurrect its high-tech ambitions, so are
Singapore and Pudong of Shanghai. We believe that there can be room for
only one high-tech centre in Asia in the 21st century. Let this be Hong Kong.
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Madam President, the Government is in the mood for a serious shakeup of
the Civil Service. This is because the Civil Service has become a drag on our
economy recently. For years, we have heard the Government telling us, again
and again, the importance of civil service morale. This has got to a ridiculous
point on which we are not supposed to criticize the civil servants or question
their pay and benefits.

Let me, without offence, remind government employees that they must be
civil and they are servants of the people. That is why they are called civil
servants. This may seem obvious, but it is not getting through to the 190 000
of them. In the name of civil service morale, we have made concession after
concession, until we could not give anymore.

What have we got in return for these concessions? We have got the
world's most expensive and protected civil service. We have got entry level
Administrative Officers in their early 20s being paid $35,000 a month, not
including matching fringe benefits. We have got a head of the Civil Service
who is better paid than the British Prime Minister. | have not even added in the
fringe benefits that others can only envy. They have got housing, education,
travel, medical, dental, furniture, car, club and air conditioning allowances.
An officer posted overseas can expect to spend practically nothing, because he
or she is covered by a special allowance.

The last time the Government conducted a major civil service review was
more than 25 years ago when it commissioned the McKENZIE report. The
study is by now totally outdated and must be reviewed. This time, a survey
should be done, both the public and the private corporations must be thoroughly
consulted so that the exercise reflects the real world.

People do not mind cushioning our civil servants from the vagaries of the
real world. 'We do not mind paying them so much if we got in return a first rate
Civil Service. Everybody is hurting now, but not our civil servants in the past
year of our economic downturn. They are getting more out of a recession
because their guaranteed salaries and perks can now go a longer way. Is this
fair? Is this right?

The Government promises to look into the fringe benefits, including
housing and education. The Liberal Party welcomes the Chief Secretary, Mrs
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Anson CHAN, to stay on till 2002 to help push through many of the changes,
including the civil service review. We hope that the exercise is not cosmetic.
| believe that | am speaking for the majority in Hong Kong when | say enough is
enough. For years, we have had a Civil Service widening the pay discrepancy
between the directorate level and the others and between itself and the private
sector. The civil servants also have their "iron rice bowls" or, should | say,
""golden rice bowls" when outside the Government, the rice bowls are porcelain,
easy to chip, crack and break.

We have been asked again and again to forgive policymakers for their
legion mistakes. From the chicken flu, the airport blunder, to the Sally AW
case, legislators are always lobbied to forgive. But how much forgiving can we
do without civil servants showing remorse, making amends and improving their
work?

One answer to the civil service practice of lifelong employment, in which
mediocrity is rewarded, is a ministerial system. Someday, Hong Kong must
have ministers with portfolios and are accountable. The other answer is the
privatization of more government works. By this, | do not mean hiving off
more government responsibilities. In years past, the Government has created
such statutory institutions as the Hospital Authority, the Airport Authority and
the Housing Authority, which remain an extension of the Civil Service. These
bodies spend public resources but are not held as directly accountable as specific
government departments.

The people of Hong Kong are exceedingly patient and tolerant. Such
patience and tolerance have been taken for granted — and sometimes abused
when the economy is strong. But now, facing hardship, we are beginning to
run out of patience and becoming less tolerant of incompetence and arrogance.
| hope that my civil service associates will take my message to heart and reflect
on what they have done instead of passing it off on collective responsibility.

Let me conclude this on a positive yet cautious note. | applaud the
Financial Secretary for at least thinking of the previously unthinkable as he looks
in his own house and sees problems. Whereas his predecessors always
underestimated our GDP growth, he overestimates it. He reckons our GDP
would rise by 3.5% in the medium term while many analysts think we are lucky
to get to 2%. Our industrial production has shrunk by 10.2% over the past
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year and trade balance is -10.8%. A year ago, | cast doubt on his mid-term
GDP growth of 4% and this was later revised downward. Rather than be
bullish for the sake of appearance, we should be realistic, which is how investors
see us.

Madam President, with these remarks, the Liberal Party supports the
Budget.
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EFE o ANEEE  XRHMERERZE -

DR DAVID LI: Madam President, | have had the honour of commenting on 14
budgets in this Council. None has been presented in such a difficult economic
climate as this.

In order to help the community during this difficult period, the
Administration is proposing sensible, short-term measures. At the same time,
our Government is looking ahead. It has unveiled innovative plans to
encourage economic competitiveness and efficiency in the years to come. |
sincerely congratulate the Financial Secretary and his team for presenting a
budget that is both compassionate and comprehensive.

| am sure that all parts of the community support the continued increases
In spending on education, welfare, health care and infrastructure. And | have
no doubt that there is universal support for the decision to freeze taxes and
government fees, and to provide a rebate to taxpayers. These measures
certainly help to provide a "feel good" factor.

It is true that, at a time of declining revenues, this requires the
Government to run a deficit. However, given the substantial surpluses of
previous years, | believe that this is perfectly justifiable. Indeed, if we add up
the revenue and expenditure for the four years from 1997 to 2000, the
Government still has a surplus of HK$6.4 billion, which is extremely healthy.
Our Administration, therefore, deserves full marks — for caring for the

community, and at the same time for maintaining fiscal prudence.

This Budget does not stop there. It goes on to encourage renewed and
greater economic success in the long term. Most important, perhaps, is the
commitment to the privatization of government assets and government services.

The Financial Secretary proposes the partial privatization of the Mass
Transit Railway Corporation. He also mentions water and welfare services as
suitable candidates for private sector involvement. | would strongly urge him
to be bold in seeking more opportunities for privatization, out-sourcing and
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corporatization of government activities. The aim is not to sell the family jade
simply to raise cash. The aim should be to maximize levels of productivity,
service and flexibility in important areas of the economy.

In America, Britain and Australia, private sector involvement has been
extended to social housing, public schools and even to prisons. | am not
suggesting that we imitate those societies. But | encourage the Administration
to examine every way in which the state sector can help to improve the
competitiveness of our whole economy. This obviously includes the Civil
Service — and the Finance Functional Constituency welcomes the proposal to

review the structure of that institution.

I commend the Financial Secretary for devoting a significant part of his
Budget proposals to the financial services sector.

Members of the Finance Functional Constituency have voiced some
reservations about some details in the Budget. For several years, the banking
sector has asked for tax relief on general loan loss provisions, as is found in
many other leading financial centres. There is some disappointment that this
has not been forthcoming. There are also some concerns about the proposals
arising from the recent strategic review of the banking sector. Some members
would like a more thorough consultation process. On the whole, however, the
Finance Functional Constituency warmly welcomes the Administration's
support for our industry.

Quite rightly, the Government wants the local financial sector to be
competitive and to keep up with the long-term trends in the international
financial scene. At the same time, | believe that our Administration realizes the
importance of short-term stability.

In this connection, I am very pleased that the Financial Secretary
mentioned the issue of deposit insurance during his Budget speech. | believe
that deposit insurance could provide an important source of stability as the
banking industry develops in the years ahead.

| also welcome the Administration's measures to encourage the
development of the local debt market, and | fully support its proposals to reform
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the securities and futures markets. Both these areas are vital if Hong Kong is to
enhance its status as an international financial services centre. This also applies
to fund management and foreign exchange dealing.

There is much talk about support and encouragement targeted at particular
business activities — in the financial sector, and in other areas. | would
strongly urge the Government not to grant special treatment to chosen sectors.
Rather, | would ask the Administration to do more to make Hong Kong even
more attractive for all businesses — across the board.

Cheaper housing and office space would help profits as much as any tax
cut. Higher standards of English and other skills would improve the value of
our workforce. Immediate action to reduce air pollution would undoubtedly
make other cities less tempting as financial locations. This is a particularly
serious problem. | realize that it is not a fiscal issue. But a budget that
encourages investors is pointless if the air is not fit to breath. We cannot attract
fund management, foreign exchange dealing, high-tech business or theme parks,
If we have air that stunts children mentally and physically.

Where fiscal issues are concerned, | believe that we can do more in the
future to attract investment to Hong Kong. | believe that there may even be
scope for further reducing the tax burden on business in the years ahead. This
would involve the broadening of our existing tax base. And, as our Financial
Secretary said in his Budget speech, now is not the right time to pursue that idea.
However, | look forward to discussing this issue this time next year.

In the meantime, Madam President, | congratulate the Financial Secretary
for his achievement in drawing up this Budget. It gives Hong Kong a big
morale-boost, and it expands services for the community — while maintaining
fiscal prudence. It commits one of our biggest industries — the Government
— to lead the economy to greater competitiveness and efficiency. And it looks
to the future. It looks to the potential of new technology and new tourist
attractions. Most importantly, it recognizes the continued importance of the
development of a world-class financial services industry.

Madam President, | take pleasure in wholeheartedly supporting the
Budget.
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e B g
REEFLGHRESNARERFER -
THE PRESIDENT'S DEPUTY, DR YEUNG SUM, took the Chair.

MISS CHRISTINE LOH: Mr Deputy, let me start with those areas of the
Budget which | agree with wholeheartedly. | agree that the Government must
reduce its present holdings of local equity as soon as possible, because this
overhang is a weakness in our economy. | agree that Hong Kong needs to
strengthen the supervision of banks. | agree that we need to reform the
securities and futures markets, and develop the debt market. I look forward to
participating in further discussions on these important matters. | support the
efforts being made to enhance public sector efficiency. | support exploring
out-sourcing as many public services as possible, and it is about time that the
Government considers privatization of government-owned corporations. Like
Dr the Honourable David LI, | would like the Government to proceed full steam
ahead on privatization in other areas beyond the Mass Transit Railway
Corporation.

| would now like to talk about the environment, since it is an issue that |
feel strongly about. | am sure the Financial Secretary is more interested to hear,
nevertheless, about those areas that we do not disagree with him. The Budget
found no room to even mention our natural environment that is so much in need
of a higher level of protection. Despite a greater emphasis made in the Chief
Executive's policy address last year, at the Finance Committee, the Financial
Secretary excused himself for not discussing the environment because he said
that he could not cover everything. What this indicates to me is that the
officers in charge of money in the Government has a very low awareness in that
direction. He did promise me that he would try to do better in his next Budget
and | look forward to his efforts.

For the coming year, total spending on the environment is being decreased
in real and in percentage terms. The Government will allocate a mere 2% of its
spending on the environment. That was the same percentage allocated in the
1993-94 Budget. What real progress have we made?

The Financial Secretary will argue that on recurrent expenditure, there is
going to be an increase of 3.5%. | wrote to the Financial Secretary asking for
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the breakdown. He wrote back and referred me to various areas of the
estimates, which, by the way, | have already looked at. For example, under
Head 48, Government Laboratory (part of Programme 2), it is impossible to
discern what is really under the programme. | am sorry to be so tedious with
details, but there is one item, for example, that talks about new posts to the
Government Laboratory to implement the Chemical Weapons Convention. Is
that part of the 3.5%? There is no way for me to find out just by looking at the
Estimates. | have asked the Environmental Protection Department (EPD) for
help, but they could not figure it out either.

| would not be surprised if the Financial Secretary is to take five minutes
to look at the Estimates and the reply that he has given me to see whether he
really does know where the 3.5% is going, and more importantly, how the 3.5%
can really improve the environment, and to find that he is not able to answer me.
But he can do some homework, since he has a little bit of time.

Another way of assessing the Government's priority is to compare where
it is willing to give additional staffing support. Let us compare the EPD with a
comparable size department, the Highways Department. There is an increase
of 16 EPD non-directorate posts, largely for the implementation of the waste
reduction plan. By comparison, the Highways Department has an additional
allocation of 72 posts. What are they going to do? So the Government might
like to consider how it allocates resources to measure its own commitment to the
environment.

The Financial Secretary may well say that Hong Kong cannot afford to do
more for the environment and that he has done his very best for find that 3.5%,
but we are not quite sure exactly where they are going. Well, but he did find
$8.5 billion that is willing to give back to taxpayers.

I would like to make some suggestions that if we do have this $8.5 billion,
what he might be able to do for the environment. Let me just throw out a few
things. With that sum of money, we can buy an entirely new fleet of liquefied
petroleum gas taxis and public light buses. We would have plenty of money
left over for buying say, up to 10 dynamometers for emission testing of diesel
vehicles, and we can get more smoke meters to help the police to catch offenders.
We can still afford to set up a testing centre to pilot cleaner fuels and
technologies. We can do a detailed feasibility study on trolley buses, and to
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give a matching grant for piloting new bus technologies. We still have money
in the Kitty.

Thus, we can buy another two or three purpose-built marine skimmers for
collecting floating refuse from our harbour. We can also finally turn the North
Lantau Country Park Extension from a plan into reality that would mitigate the
infrastructure development that has taken place on Lantau. We will still have
money in our pocket to extend the Government's own Energy Efficiency
Programme to all government departments and subvented organizations, perhaps
even including this Council. And, we will still have money left over to
commission studies on bio-engineering techniques as alternatives to shotcreting
so that our hill slopes do not look so ugly.

Let me move on. | would now like to talk about the Cyberport
Development — a key measure that the Financial Secretary believes would lift
Hong Kong out of recession. A lot has been said about the development since
the announcement in his Budget, much of it negative. People in technology see
it as a glorified property development. | am afraid | agree with them. It
seems that many people have missed the point that if we are talking about floor
space, the residential part of the deal far exceeds the Cyberport part although
publicly, we are told only one third of the land would go towards residential
development.

The Government seems so keen on the deal that it may not have done its
homework thoroughly. The partner in the project is the Pacific Century Group.
Why does the Government think this company is a worthy partner? Is it really
a technology company? Perhaps the Financial Secretary is impressed by the
company's contract with Intel. Perhaps he might also like to check out which
part of the Intel empire the Pacific Century Group contracted with. | am told
that it is the consumer products division. Does that make it a technology
company? If my facts are wrong, | would appreciate a clarification. And
further, is someone providing a financial guarantee for the Pacific Century
Group's performance? From the information available, it would appear that
the company is financially not very strong. | ask again — on what basis did
the Government assess the Pacific Century Group to be a worthy partner in
developing the Cyberport?

Furthermore, the Cyberport, as described to us so far, does not have
anything that other buildings in Hong Kong cannot install. Building owners
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and developers can create a whole host of mini-cyberports all over Hong Kong
right now. So, why do taxpayers have to spend several million dollars for one
in Telegraph Bay several years later?

| think the Government's vision is too limited. If we seriously believe
that by constructing a building, that will turn Hong Kong into a hi-tech and
information services centre, we are dreaming. The Cyberport is only a piece of
hardware. It is only a building. The so-called anchor tenants have merely
signed letters of intent to move there. They may never move there.

We should make the whole of Hong Kong into a Cyberport. There are
other areas of public policy that we can think about if the Government is really
serious to attract business to Hong Kong. | would like to highlight three areas.
Firstly, the Government's task force to review Hong Kong's immigration policy
to facilitate the flow of talent should enable companies to bring in whomever
they want and from wherever they want. In the innovation business, brains can
come from anywhere. There is no need to give special favour to mainland
scientists as the Financial Secretary suggests. Indeed, hi-tech companies or
incubator companies may want to ask for experts to come from anywhere else of
the world. What about India? Bangalore has become a great centre for high
technology. Are we prepared to give visas to Indians to come here, when
basically the Government has little sensitivity to fight racial discrimination?

Secondly, what about the Government and the banking sector doing
something to facilitate "e-commerce™? It is very hard today to get the banks to
accept electronic payment. This Council can, in fact, help. | suggest that the
Honourable Ambrose LAU can, in his capacity as Chairman of the Panel on
Financial Affairs, get the banks to come and explain to us what they are doing.
The Honourable SIN Chung-kai, who is the representative for the Information
Technology Functional Constituency and who works, | believe, for the
Hongkong and Shanghai Bank, can do more, too, to push and get things in place
as soon as possible. What about Dr the Honourable David LI and all the
banking Members here? Why should they not be going to the Association of
Banks and get them to kick-start themselves into putting something else in place?

Thirdly, what about implementing a serious competition policy? To
make Hong Kong an even more attractive place to do business, the Government
must deregulate. One of the areas it should deregulate is the power industry.
The electronic industry is going to use a lot of electricity. Right now,
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electricity prices are being controlled by monopolies. The other area that the
Government has already started to do is the broadcasting and telecommunication
area. And as we all know, they can do more as well.

The one good thing that has come out of this controversy is that many
people are now talking about how Hong Kong can be a leader in information
technology, and | truly believe that we can. We simply need to harness the
energy and the expertise that is out there. The Cyberport as a building will not
do it. But perhaps the Cyberport has already served its purpose by igniting an
active debate in the community.

| would now like to move on to tourism. One of the sexier measures in
the Budget is the possibility of Disney coming to Hong Kong. | know that
many Members here believe that it is a very good thing, however, we know very
little about the negotiations. We know that it is going to be in Penny*s Bay and
that we would need to reclaim that Bay. From the Government's answer to my
written question today — as Members have not seen it, | recommend that it is
In written question No. 7 — the Government cannot even tell us at this moment
which government department or which body would be the contracting partner
with Disney if negotiations came to fruition.

Moreover, the Government told us in its reply that it would consult this
Council if terms and conditions can be agreed with Disney. Is that not another
way of telling us that they will present us with a fait accompli? It will be on a
take it or leave it basis when the Government comes to the Finance Committee.

We also understand that a letter of intent has been signed and that the
Government is now entering into detailed negotiations with Disney. Well, has
the Government done sufficient homework? In its reply to my question, the
Government admits that it has yet to carry out a cost-benefit analysis and
alternative use assessment. It simply says that it will do it. Since we are told
that the Government wants to wrap the negotiations up by June, is it not leaving
very late to do these critical assessments? | remain extremely concerned that
our Government has not done enough homework and may not be able to
properly assess the value of the deal with Disney.

I am in support of the Government's various revenue measures. | hope
that colleagues will not be putting forward measures to reduce those proposals.
Like Dr the Honourable LEONG Che-hung, I, too, am disappointed that tobacco
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duty has not been raised. The argument that higher duty leads to more illegal
products is specious.

| am disappointed that the Financial Secretary has not taken the
opportunity to ask the community to consider Hong Kong's longer-term fiscal
policy. In the Citizens Party's shadow budget, we suggested that land
development should be taxed differently, and that developers® profits should be
taxed at a higher rate than the current 16% profits tax. | will not go into details,
but I hope that the Financial Secretary will give our proposals consideration.

Lastly, I want to talk about the tax rebate to taxpayers. This brought
general support for his Budget. If I were him, |1 would not have done it because
Hong Kong is already running a sizeable deficit. However, he tells us that
while the rebate will not spur consumption, it does provide a "feel good" factor.
It is always nice to know that we can get the money back.

This issue has now been immeasurably complicated by the Honourable
LEE Cheuk-yan's resolution next week. | raise a number of questions and
hope to hear from him in due course. If there is to be a tax rebate, should we
discriminate between those who earned more and those who earned less? On
what basis can we justify this discrimination? Anyway, | will not go into the
details, but will await next week's debate. | am just concerned that his
resolution raises social division between the "haves" and the "have nots”. And
| am not sure whether that is very good for our community.
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MR BERNARD CHAN: Mr Deputy, at the turn of the millennium, we are
debating not only on a specific Budget, but also on what we consider as a
desirable fiscal policy, which will pave the way to success in the next century.

In the past, Hong Kong has experienced an economic miracle. | do not
think that another miracle will come forth to tide us over the recession just by
sheer luck. Our only way forward is to face the head-on fight for survival on
the regional and global front. In the course of becoming competitive, there are
things to uphold and things to let go. It is imperative to uphold principles that
set our society equitable and free. What we have to let go, however, are our
pride and privileges.

People in an equitable society may not be equal in wealth. Individuals
and corporations with excellent accomplishments deserve better returns. It is
the essence of social equity and the cause of upward mobility. 1 think the
Honourable LEE Cheuk-yan also knows it quite well. The higher-income
group has been paying more taxes to subsidize the disadvantaged. Their higher
level of tax rebate is enviable, but not forfeitable. Everyone in society who
was heartened by Mr TSANG's windfall, has a right to dispose it at wish. The
money should never be used as a tool to achieve equality of wealth.

A free society means that people have a full range of choices to live their
lives. People who wish to live in luxury have to bear higher costs. This is the
key to a low tax system. Foreign business leaders have long been amazed by
our success to keep a low tax and a strong fiscal reserve. This is exactly the
message that | received from the recent delegate from the international-based
Young Presidents® Organization. In achieving this, | fully support the "user
pays" policy which allows more choices.

The policy is manifested in the revenue raising measures in the Budget.
The inflated betting duty, stamp duty on luxury flats and traffic-related expenses
may increase specific expenses. But people are still free to opt for less betting,
less luxury flats and less driving at all. The health care system is another area
that suits the ""user pays" policy. | also support the land and sea departure taxes
for travelers under study. However, exceptions should be given to those who
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cross the border for schooling.

| understand that the fee rise will upset some sectors in society. But if we
wish to maintain low taxes across the board, the most equitable way to do is to
let the user pays. As long as the affluent can afford it, these are the very few
Income-generating areas we can think of.

In order to provide genuine choices, we have to maintain a balanced
market in which the small and medium companies can survive. Their slim size
does not prevent them to be prudent, sound, flexible and innovative. In this
connection, market regulation should be introduced to remove those unfit and
flawed, rather than superseding the small ones.

To relax restrictions on foreign banks as suggested by the Banking Sector
Consultancy Report is one measure that will drive many small and medium local
banks into difficulty. As Hong Kong's market is in a relatively small size, a
complete open door policy will only achieve giant monopoly rather than market
equilibrium. In the face of foreign giants whose capital even outstrips Hong
Kong's entire stock market, most local banks are doomed to lose out. The
result is fewer choices for the customers and an uneven playing field. |
strongly urge the Government to rethink about it.

When compared with his last Budget, the Financial Secretary does have a
better grasp of reality — Hong Kong is lagging behind our counterparts in
many ways, including technological and financial developments. It hurts our
pride by admitting this. There is no instant formula of easing our economic
plight. But the first step is to erase our pride, which has seriously impeded our
progress of learning.

I do not expect a single Disneyland or a combination of the Cyberport can
save us, nor is the listing of the Mass Transit Railway Corporation. It is the
fresh impetus and firm determination behind these ideas that really count. Mr
TSANG has successfully heeded public wishes by using entrepreneurial skills to
promote business, rather than exhausting public money in a bureaucratic way.
He has apparently grasped a sense of direction in the search for a way out of the
jungle. This is the best news brought by the Budget.
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| envisage that there will be many obstacles against the overhaul of the
financial structure. But | believe that these are necessary pains that we have to
endure in order to be competitive in the global financial market.

On the insurance front, | am more than happy to find that proposals of the
insurance industry have been favourably addressed, in particular, measures on
estate duty and double taxation.  Alleviating estate duty on insurance
beneficiary will give a wider range of choices to policyholders and will help the
debt market in the long run.

The proposed qualifying examination for insurance intermediaries will
enhance the standard of insurance service, which will in turn boost public
confidence in the industry.

The Government's efforts in developing the local debt market should be
applauded. It will go a long way to solidify Hong Kong's status as a premier
Asian financial centre besides Japan.

The listing of Exchange Fund Notes on the Stock Exchange of Hong Kong
will invariably enhance liquidity in the secondary market and contribute to the
development of a retail debt market. However, a well-organized "repo
market" is a critical component of all advanced debt markets worldwide.
Allowing the use of Exchange Fund paper as margin collateral for trading in
stock options and futures is only one of the first steps in the development of a
mature repo market.

As the Hong Kong Mortgage Corporation has already been in operation, it
should be encouraged to play a bigger role in the development of the regional
debt markets. Papers with credit enhanced by receivables have a much better
appeal to both local and foreign investors.

The Government should stimulate the local fund management by
structuring fixed-income investment funds that appeal to both retail and
Institutional investors. Unless new market participants like pooled funds are
attracted into the market place, it will be difficult for the debt market to make
any significant headway in development.

| support the drastic reform of demutualizing the exchanges and clearing
houses, as well as consolidating them into a listed commercial entity. However,
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as some local market participants are understandably reluctant to agree with the
proposed reform, especially at this economic downturn, the Government has to
consult all parties thoroughly, so as to reduce clashes of interests.

Before closing the speech, | would like to express that | am disappointed
of the Budget's silence on the deteriorating environment, in particular, the air
quality. The Government seems to be the last to realize that the problem has
become an adverse factor in business considerations. Apart from the regular
environmental expenses, | urge for more drastic measures in saving the dim
pearl before it is too late.

Mr Deputy, | support the Bill. Thank you.
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SUSPENSION OF MEETING

EFR B SREAF 29 AFEAEES RRAEEMYEIRE  URTT 2

KF 30 o iE & -

UEEERE L 8HF 13 7B IFE# -
Suspended accordingly at thirteen minutes past Eight o*clock.



