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Meed one worry abour the influence of business? After all, it has long
been held that “what is good for business must be good for Hong Kong' —
a view which can draw support from the economy’s enviable long-term
performance. The answer to that question comes in three parts,

First, there is no way of knowing how the cconomy would have
performed under some different set of circumstanees, such as with less sectoral
aid, fewer goverment efforts to support manuficturing or new rechnologies,
and a budgetary system less dependent on land premiums, les skewed wowards
capital projects or more geared towards income redistribution.

However, secondly, one could be fairly certain that dilution or
banishment of the business elite from the comidors of power would lead to
a change in the mindset of the administration. It might be spared much of
the special pleading — and hence the pressure o provide direct or indirect
support for particular sectors. It maght feel freer to indulge 1n some blue-
skies thinking about land supply and prices. [t might feel less inhibited about
increasing social and welfare provision, or extracting higher tax revenue from
those most able o pay. It might find it casier o tackle some of the more
egregious cconomic scandals, such as the power companies’ guaranteed
monopaoly profics. All in all, the process of running the economy would
become more objective and be freer of the influence of vested interests, That
ought to result in beter policies and an improved allocation of economic
FESOUrCes.

Thirdly, there is a socio-polineal angle. The gulf berween rich and poor
is wide and probably widening. Although there has been no major
confrontation on this issue, the public is becoming more politically aware
and increasingly willing to voice its opinions, and Legislative Council
members are ready speak out on all manner of issues. Political parties and
think-tanks, though they may not have made huge contributions in the past,
can be expected to provide an ever-increasing dimension to public debate,
despite any present fecling of impotence and exasperation at the policy-
making process as it currently functions. The longer that the unholy alliance
between government and business persists, which is seen by many as one of
the obstacles to more redistribution of prosperity, the greater are likely to
be the wensions which build up and which could lead to the sort of public
expressions of dissatisfaction which the government s so keen to avoid. The
government's formation of the Commission on Poverty may have defused
the issue for the short term. Bur unless the commission produces some
substantive proposals (o alleviate poverty, recrininations against the elite of
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With the exception of the site of St John's Anglican Cathedral, which s held as
freehold,

Informadon Mote, “Land supply in Hong Kong”, Legislotive Cowniil Secretariat,
IN 20/ 05006,

Sarement on housing policy, 2002,

See, for example, Richard Y. C. Wong, "Public housing reform and ies effects
on the private housing market”, HKCER Letters, Val. 71 July/ Auguse 2002, and
James Lee and Lawrenee Lau, “Restructuring housing assistance: Benefits for
housing, budget and econamy”, www hongkongbetter.com.

“Broadening the tax base; ensuring our Ruture prosperity”,

For a fuller historical account, see Tony Latter, “Hong Kong's exchange rate
regimes in the twentieth century: The story of three regime changes”, Hong Kong
Institute for Monetary Research working paper no. 17, 2004, www. hkimr.org,
hk.

If seerling notes were used in the colony, they had 1o be bought from the lsue
Department of the Bank of England with funds which could then be invested
by the Bank of England, on behalf of the Brtsh government, to eam it a profi,
When a colony issued its own notes, the local colonial admimstaton coold iself
earn a profit from the sterling investments which it held as backing,

In facy, the proporuon has persistently exceeded 5%, It was above 11% at the
end of 2006, OF course, becanse of movements in the stock market, a target for
equity holdings cannot be met precisely.

Details about the history and operation of the Tracker Fund can be found at
www tralik.com.

The official stance has shifted somewhar over the years, In Janvary 2000, the chief
executive of the Monetary Authorty, Joseph Yam, wrote thus “for the time being
the answer [ am inclined to give to the question of how much foreign reserves
we need is “the more the better’.” At that ume Hong Kong had the fourth largest
reserves of any economy in the world, having been third in 1997, In June 2006,
as Hong Kong slipped from seventh o eighth position in that ranking, he
admitted: “The build-up of official foreign reserves s not necesanly a good thing,
despite the comfon of havimg more anumunition in the monstary ammoeury.” Both
quotations are from Joseph Yam's weekly "Viewpoint” columm, viewable at waww,
hkma.hk.

For an official account of these evens, see "Operation of monetary policy” and
Why we intervened™, FIKMA Qmmm';-' Brilletin, November 1998,

For a detailed discussion of operational intervention, see Tony Latter, “Roules
versus discretion in managing the Hong Kong dollar, 19832006, Hong Kong
Institute for Monetary Reesearch working paper no. 2, 2007, www. hkimir.ong.

b See www.edlb.gov hkfedb/engresp/ psoc. liim.

Details of some of these ininarives and complanis are published i the annual
reports of the Competition Policy Advisory Group (COMPAG), available at
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www.cpu.gov.hk,

¥ Policy address 2005,

o Hong Kong Yearbaol 2002; the figures of 6,000 and 300 refer to exeoutive statutory

badies, such as the Housing Authority and Hospital Authority, as well as o the

nerwork of advisory commictees, Hong Kong Yearbook 2005 states that “over 4,

000 members of the public are serving on about 400 [advisory and statutory|

badies”.

Comprehensive data on the degree of disclosure via websites was provided in

reply to a Legislative Council question on 18 May 2005 — see official record of

proceedings, More recently, the South Chime Moming Post reported (22 February

2007) that, in a survey of some 400 advisory committees, only 67 opened their

meetings to the public and only 70 posted substantive documents on the intermet.

The list is reproduced from the official summary of the commission’s first meeting

on 25 November 2005,

** Paper for the February 2006 meeting, www.cpu.gov. hi/english/ documentsscsd/
csd_ec_1_2006.pdf.

™ Government press release, 27 January 20405,

warw _hkdf org

* www.bpforg.hk

www hkpri.org hk

www betterhongkong.ong

WWW SEplLOTE

www civic-exchange org

www lionrockinstitute. ong

WWW SYTICTEYNCT.OTE

wiww. bauhinia.org
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