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Executive Summary
· This study provides a roadmap for good governance in Hong Kong by recommending political and constitutional reforms with reference to international models and best practices around the world 
· The report’s reform recommendations, focusing on Hong Kong’s legislature, executive and political parties, are based on the following criteria:  
· they contribute to good governance and political stability

· they are sustainable
· they are appropriate for the special circumstances in Hong Kong

· they are proven best practices, consistent with democratic principles.
Hong Kong: A “partial democracy” is susceptible to political instability
· International research spanning 50 years proves that “partial democracies” with factionalism and dominant executives are most susceptible to political instability.
Such unstable “partial democracies” usually share three traits: “parochialism” – when major political forces, representing elite social groups, show favoritism towards insiders; “polarization” – when political competition becomes a winner-take-all struggle; and “mobilization” – when rival groups pursue narrow interests through collective and sometimes violent actions. Hong Kong is a “partial democracy”, and without reform will be increasingly unstable
· Democratic institutions, based on fair competition, are the best guarantee for political stability. They provide checks against polarization and factionalism, and impose constraints on executive power. 
· Hong Kong must move away from its current “partial democracy”. It must advance towards full democracy to ensure effective governance and long-term political stability. 
Five Pre-Requisites to Improve Hong Kong’s Governance
· Making Hong Kong’s political system fully democratic will enable Hong Kong to attain the five pre-requisites of good governance: 

1. Balanced political representation, 
2. Political accountability 

3. Comprehensive public policy deliberation
4. Effective political leadership 
5. Credible and effective political legitimacy 
· The report recommends institutional reforms for the Legislative Council, the nomination and election of the Chief Executive, and the relationship between these two branches of government.  It also recommends strengthening Hong Kong’s political parties and public policy research capacity. 
Institutional Recommendations to Improve Governance in Hong Kong
(I) Legislative Council Reform:

A Bicameral System:

· The Legislative Council should be divided into two chambers: an Upper House and a Lower House. 
Rationale: A bicameral legislature can improve governance by widened representation of  diverse constituencies (e.g. districts, functional constituencies, classes), enhancement of accountability and performance legitimacy through deepened policy deliberation on legislation, and more effective cultivation of leadership via opening up political institutions to appointments and free and fair elections.  The greater stress on elections will also strengthen the procedural legitimacy of the entire political system.
Bicameral Composition:

· The Lower House members would be directly elected through universal suffrage.  

Rationale: This will improve legislative representation and procedural legitimacy.  Universal suffrage will also enhance legislative accountability to HK’s electors.
· The Upper House should have four types of members: 
a) reformed functional constituency (FC) seats (with reform features such as replacing the corporate voting by individual voting, and/or abolishing small FCs that represent insignificant sectors. In 2000, nearly half of the FC legislators represented FCs with less than 1000 registered voters);
b) non-District Councilors elected by directly elected District Councilors, to strengthen the territorial representation of the Upper House;
c) representatives elected by HK delegates in China’s National People’s Congress and Chinese People’s Political Consultative Conference (CPPCC), to reinforce the link between Hong Kong and the Central government, and
d) a category of Appointed Members (an Appointments Commission that commands public support will make appointments to the Upper House).
Rationale: These recommendations will improve HK’s governance by broadening representation (including views of different districts, classes, political beliefs/forces), enhancing accountability (improve monitoring of executive branch and lower house), improving public policy deliberation (diversity and expertise will strengthen policy discourse) cultivating leadership (diverse membership broadens leadership opportunities) and strengthening legitimacy (indirect elections boost procedural legitimacy of upper house).  
Bicameral Powers
· The Upper and Lower Houses in Hong Kong should not have equal powers.
Rationale: Equal powers risk legislative gridlocks. Each house has its separate function.
· The Upper House in Hong Kong would primarily scrutinize and monitor the legislative process, with powers to delay ordinary and financial legislation.  Lower House needs two-thirds of members’ votes for passing financial bills, and 51% for non-financial bills.
Rationale: These arrangements provide a good balance between legislative efficiency and political accountability.  The Lower House has the stronger electoral mandate, so its primacy boosts legitimacy.
· Either House will have the power to initiate ordinary bills, but financial bills will only be allowed to be initiated in the Lower House.  
Rationale: Giving control over financial bills to the Lower House will boost the legitimacy of the bicameral legislature.
· The Upper House will have the power to veto legislation related to the constitution, and any Basic Law amendments will require two-thirds approval from each House.  The Chief Executive’s and China’s National People’s Congress’ approval will still be required for passage of legislation related to amending the Basic Law. 
Rationale: This will promote mutual trust between the Central & Hong Kong Government, and the stability of HK’s political system.
· Inter-chamber deadlocks will be resolved by an inter-cameral (joint houses) committee. Neither the Chief Executive nor the Executive Branch will be forced to arbitrate disputes.  
Rationale: This arrangement, consistent with international practice, promotes legislative accountability and legitimacy by forcing the legislature to resolve its own disputes.
Electoral Methods

· The Upper House and Lower House should use different electoral systems to select their members, so as to widen the pool of political talent. More diverse and inclusive representation means better policy deliberation.  
Rationale: Different electoral methods will ensure diverse representation, and avoid making the Upper House membership redundant. This legitimizes the bicameral arrangement.
(II) Nomination and Election of the Chief Executive:

Qualifications

· All adult Hong Kong citizens who have resided in the SAR for 10 years should in principle be allowed to stand in CE elections and be nominated.

Rationale: This manifests a fundamental democratic principle and strengthens electoral legitimacy.
· The CE candidate should be allowed to be affiliated with a political party.  

Rationale: A political party link can bridge the executive and legislative branches, strengthening each, and adding legitimacy. No change in Basic Law is required for implementing this suggestion.

Nomination:

· The current Election Committee should become the Nomination Committee (NC), which will be responsible for nominating CE candidates who will be elected by universal suffrage.

a) For 2007 the total number of NC members should be increased from 800 to 1600.  In 2012 the total members should be further increased from 1600 to 3200.
b) The first to third sectors of NC should be increased from 200 to 400 members in 2007 and 800 in 2012 using the same method of choosing electors as before. 

c) The fourth sector of the NC should be increased by adding 200 additional District Councilors, elected through proportional representation and this sector should be further expanded to 800 in 2012 by including all District Councilors and additional CPPCC representatives.

Rationale: The above changes will boost representation, accountability, and legitimacy of political system by making the CE electorally accountable to the Hong Kong people.
· For 2007, corporate voting will be maintained, but each member of the Nomination Committee will be allowed only one vote (either as a corporate representative or as an individual).  In 2012 corporate voting should be abolished and the electorate should be significantly expanded. 

Rationale: Adopting “One person one vote” and broadening the voter-base of the Nomination Committee will enhance legitimacy of the CE’s selection.  
· For both 2007 and 2012, at least 12.5% of the total members in the Nomination Committee are required for nominating one candidate.  Each Nomination Committee member can at most nominate one candidate only.  
Rationale: This caps the maximum number of candidates in each CE elections, and hence discourages fringe candidates who undermine the political system.

· For both 2007 and 2012, each successfully nominated candidate should secure at least 5% of votes from each of the four sectors mentioned in Annex 1 of the Basic Law. 

Rationale: To ensure that candidate for the CE will have broad-based support and better representation.
· For both the 2007 and 2012 elections, each successfully nominated candidate is required to be nominated by at least 25% of the total number of lower house legislators.
Rationale: This would encourage candidates for the CE to seek political parties/coalitional parties support, facilitating executive-legislative working relationships, and enhancing accountability.
Electoral Methods:

· In 2007 the NC will both nominate and elect the CE. In 2012 all registered adult voters should be able to elect the CE through universal suffrage.  

Rationale: Universal suffrage broadens representation, enhances accountability and improves overall legitimacy.  

Powers:

· LegCo initiates financial, non-financial and private members’ bills, while the CE retains the veto power as stated in the Basic Law. 

Rationale: Balancing the powers of the CE and LegCo better ensures political stability.
(III) Strengthening Political Parties and Public Policy Research Capacities: 

Powers
· A closer executive and legislative partnership and more balanced power sharing between these branches allows political parties to be more effectively involved in the governance of Hong Kong.
Rationale: Political parties are essential to effective democracies.  Hong Kong’s parties will mature only when they are given the chance to govern. 

Funding

· Increase public funding for Hong Kong’s political parties by:

a) Shifting election expense reimbursement from individual candidates to the political parties who sponsor those candidates.  

b) Expanding the public funding currently available for LegCo elections to District Council elections.  Monies would be paid directly to political parties rather than candidates.  

c) Introducing a public grant scheme, similar to the one in the UK, for policy research by political parties.
d) Introducing indirect funding for political parties, such as tax incentives to encourage small donations and free-air time to promote dissemination of electoral messages.  
Rationale: All mature democracies provide funding support to their political parties. Measures to strengthen parties will boost policy deliberation, accountability, leadership cultivation and hence performance legitimacy.
Registration

· Political parties who want public funding must register with relevant authorities. 

Rationale: To ensure Hong Kong’s political parties are transparent, honest and democratic.    Well-run parties have better candidates and better leaders. 
Small Number of Well-Disciplined Parties
· Electoral system reform to avoid fringe parties and to enhance “party discipline” among elected officials.

Rationale: Hong Kong would be best served by having a small number of number of major political parties. This avoids legislative gridlock stemming from a fragmented, multi-party legislature. 
Public Policy research capacity

· Business can improve public policy debates by supporting the development of independent think tanks.
Rationale: This would not only boost the quality of policy research capacity but also convince the public that business is a caring and responsible partner in society.

Concerns and Safeguards:

· Outline of risks and safeguards. The report discusses why increased welfarism, deteriorating relations with the Central People’s Government (CPG), and a weakened office of the CE are all unlikely scenarios if the study’s recommendations, with its institutional safeguards, are adopted as an integrated package.

Conclusion

· Navigating the path ahead requires a roadmap. Hong Kong must reform and build appropriate political institutions in preparation for the introduction of universal suffrage, as stipulated by the Basic Law. 
· The research team hopes that the 29 recommendations presented in this report can serve as a first step on the way forward.
1. Introduction

This study seeks to provide impartial recommendations regarding the type of political institutions and practices that the Hong Kong Special Administrative Region (HKSAR) should adopt in its constitutional reform process towards universal suffrage, and the development of a stable and well-governed democratic society.   
Overall, the study’s recommendations for constitutional and institutional changes towards universal suffrage are:  

· contributory to good governance and political stability

· durable, with a high probability of surviving in the longer-term

· appropriate for Hong Kong

· supported by comparative experiences and good practices internationally
· consistent with well-established democratic principles.

To understand the comprehensive and far-reaching nature of the study’s political reform agenda, it is necessary to begin by highlighting a startling feature of the latest international comparative data on effective governance.  The most ineffective and unstable form of political system in the world is similar to the one in Hong Kong – a halfway house between democracy and authoritarianism that is politically polarized, and with a fragmented political elite at the top.  

The Danger of a “Semi or Partial-Democracy”
Over the past decade, political scientists have noted that the successive waves of democratization around the world have produced an increased number of “illiberal” or “partial” democratic systems, which have proven to be at best ineffective, and at worst highly unstable.
   Although Hong Kong’s track record of civil liberties, its rule of law and level of socio-economic development have prevented dangerous levels of political instability , Hong Kong should move away from a situation that is associated with “the highest risk of political crisis”
 as soon as reasonably possible . 
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One such comprehensive study is by Jack Goldstone and Jay Ulfelder (see figure 1 on the right), who examined  democracies and dictatorships around the globe between 1955 – 2002 to understand why some political systems are more stable than others. Their insights are  relevant for Hong Kong, as their
   study concluded that political institutions are the most important factor determining long-term social stability. Other factors, such as the level of socio-economic development, communal relations and lack of conflict in neighboring areas are important, but the key is “the development of democratic institutions that promote fair and open competition, avoid political polarization and factionalism, and impose substantial constraints on executive power”.
  

Goldstone and Ufelder distinguish factionalized competition by three characteristics: parochialism – when major political forces, representing the interest of close social groups, show favoritism towards insiders; polarization – when political competition becomes uncompromising with winner-take-all struggles; and mobilization – when rival groups pursue narrow interests through frequent collective and sometimes violent actions.  Goldstone and Ulfelder concluded that “regimes that combine nominally democratic rule with factionalized political competition and a dominant chief executive faced “odds of instability more than two dozen times as high as the most stable regime types.”
  
These findings are troubling given the similarities between the risk factors cited and Hong Kong’s own political system.   With the provision for universal suffrage in the Basic Law, however, Hong Kong can progress from the current unstable semi-democratic system towards full democracy. The issue, therefore, is not whether or not the SAR is ready for democracy, but how to design and build democratic political institutions and practices that can ensure effective governance and long-term political stability in Hong Kong. 

This report makes recommendations on Hong Kong’s constitutional development, based on comparative analysis of political systems and the principles of good governance. It is premised on universal suffrage, and focuses on the roles of the Legislative Council and the Chief Executive.  It recommends supplemental measures to strengthen Hong Kong’s political parties and public policy research capacity. 
To set the stage for the study’s specific recommendations for constitutional reform, Chapter one highlights the most important tenets of good governance for Hong Kong.  While there is no “one size fits all” model of effective governance for Hong Kong, a clear international consensus exists on the importance of democratic principles when designing political institutions. This chapter explains how the study’s recommendations will help Hong Kong to respond more effectively to the democratic governance challenges it currently faces, so as to deliver the following: 

· legitimacy,
· accountability, 

· representation, 

· deliberation and 

· leadership

Chapter two focuses on Legislative Council reform.  This study reviews the powers, composition and electoral systems of bicameral legislatures around the world.  More specifically, based on cross-national studies, it suggests a bicameral legislature for Hong Kong as a way to reconcile universal suffrage with the concern that business and professional interests may be overwhelmed by populist politics.  

Chapter three turns to the office of the Chief Executive. The nomination and electoral system for the Chief Executive, as well as power sharing arrangements between the executive and legislative branches will be discussed as a way to increase the overall legitimacy of the CE’s office and hence the entire political system.  

Chapter four discusses the broader reforms that should accompany the constitutional reform agenda, including a discussion of the role of political parties and think tanks in encouraging more effective policy deliberation and interest aggregation.  It recommends that Hong Kong use regulations, public funding, and political roles to incentivize party participation and policy deliberation in the areas most crucial for Hong Kong in its preparation for universal suffrage.  

The study’s final chapter highlights safeguards to address some of the fundamental concerns that may accompany the constitutional and institutional reforms recommended.  Safeguards include measures to address concerns about increased welfarism, maintenance of good relations with the Central People’s Government (CPG), and the weakening of our executive-led government.   These scenarios are far less probable if the study’s recommendations - with its institutional safeguards - are adopted as an integrated package.

2. Good Governance
Stability and prosperity require good governance.  In today’s interdependent world, where “markets and political liberalization – not government planning – are often the main drivers of economic and social change,” political freedoms and participation are seen as crucial elements of stable and prosperous societies.
  The World Bank has developed widely recognized indicators for assessing good governance, including: voice and accountability, political stability, government effectiveness, regulatory burden, rule of law, and clean government.
  While Hong Kong may receive high scores for its rule of law, clean government, and free-market environment, the SAR continues to be plagued with questions about government’s effectiveness.  In designing political institutions and developing good political practices to overcome these concerns, the SAR has to strengthen the following prerequisites for effective governance:  

· the legitimacy of the system, 
· broad political representation, 
· accountability, 

· public policy deliberation, and 
· political leadership cultivation.  
2.1 Legitimacy: Popular Confidence that Stands the Test of Time

Political voice through democratic participation is a core World Bank governance indicator and a key source of legitimacy.  Hong Kong’s pre-1997 colonial government attempted to maintain popular legitimacy by meeting performance targets that included high rates of economic prosperity, political stability, and the protection of civil liberties.  Given the success of the colonial model
, there were strong arguments in favour of maintaining a similar political framework for the SAR after 1997. 
  Yet, this performance-based legitimacy formula no longer meets the expectations of the Hong Kong’s populace, especially since limited electoral and competitive politics have become part of the political landscape.  In recent years, Hong Kong’s popular demands for democratic participation in government have been vividly demonstrated in public demonstrations and electoral results.  Further credible and consistent evidence for the depth of Hong Kong’s democratic aspirations can also be found in post-1997 popular survey data, which the study will now examine.  

Post-1997 opinion survey results have demonstrated consistent and strong support for democratic political reforms.  In four representative surveys conducted between March 2003 and January 2004, between 70% and 80% of Hong Kong people supported the implementation of constitutional reform with universal suffrage by 2008.  Even in the face of the Central Government’s January 2004 opposition to constitutional reform, popular support for constitutional reform - with universal suffrage by 2008 - remained at 58.5% in early March 2004.
  Moreover, 43.6% of the public said in March 2004, amid the economic rebound, that they would probably or certainly participate in public rallies for universal suffrage if the Chief Executive election via universal suffrage could not be achieved in 2007.
  More recently, in a December 2004 survey, 56% of respondents opted for direct elections of the current 800-member CE Election Committee.  Furthermore, when asked if the direct election of the CE were to be implemented in 2007, despite Beijing’s misgivings, 43.6% of respondents said they would welcome it, while another 15% would accept it.
  These survey results suggest that Hong Kong people will not be satisfied with anything less than a government based on the Basic Law promises of universal suffrage.  
Survey data also indicates that Hong Kong, like most of the developed world, has experienced a fundamental shift in political culture from a “materialist” to “post-materialist” culture.  The trend, documented by the authoritative World Values Survey,
 reveals that as societies become wealthier, political culture shifts from an emphasis on the government’s responsibility in fulfilling basic material requirements, to a “post materialistic” political environment, where demands for political participation take a more prominent place. These political cultural attitudes are seen as formative in understanding public support for democracy.  Studies conducted in 2002
 and 2003
 aimed at explaining public support for universal suffrage found evidence of “post-materialistic values” in Hong Kong. 

Another interesting cultural characteristic documented through survey data is Hong Kong’s public attitudes towards government authority.  In Hong Kong, only 11.1 percent regarded a general “respect for authority” as something good while 73.8 percent treated it as something bad.
   The findings support those found in a another recent study of nine East Asian societies and four established Pacific Rim Western democracies, which confirm that in all countries except Vietnam, their individual “respect for authority” has been negatively correlated with their own mass support for universal suffrage.  What is most astounding is that the proportion of Hong Kong’s population in subscribing to that traditional belief (11.1 percent) has been the second lowest one among nine Asian and ten western societies (Figure 1).
  The study’s findings suggest that Hong Kong may be following a path similar to that of other developed societies where economic development has lead to a decline in traditional or materialist values, including “respect for authority”.

Figure 1: Comparing “Respect for Authority” among Nine Asian & 

Ten Western Societies (Sing, 2005b)
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The fact that the research team’s own June 2005 survey, conducted especially for this report, reconfirmed the substance of these findings lends considerable credibility toward the veracity of these results.  For example, in the June 2005 survey:

a. 20.1.3% and 56.1% find it very good and good respectively to “have a democratic political system, i.e., one that produces the government by elections of universal suffrage.”  Those who find it bad or very bad only carry 12.3% and 1.9% respectively.

b. 10.1% and 63.4% respectively strongly agree and agree that “democracy may have problems but it is better than any other form of government.”  Only 1.0% and 16.9% respectively strongly disagree or disagree with the statement. 

c. Against the backdrop of Beijing’s formal rejection of electing the legislature by 2008 via universal suffrage, and HK’s V-shaped economic rebound, 38.1% of respondents still prefer to have elections held by 2008, and 60.5% would like them to be held by 2012.

d. Against the backdrop of Beijing’s formal rejection of electing the CE by 2007 via universal suffrage, and HK’s V-shaped economic rebound, 29.7% of respondents still prefer to have elections held by 2007 and 61.7% would like them to be held by 2012.
Regression analysis of the June 2005 survey (Appendix 2.1) shows post-materialistic values have been significant in explaining the demand for faster democratization, and Hong Kong is ranked 6th among the 18 economies surveyed on their commitment to the value of post-materialism.  As shown in our statistical analysis, higher levels of post-materialism contribute to a greater popular support for faster democratization in Hong Kong. This correlates to the positive effect of post-materialism on democratization noted elsewhere.  Moreover, this finding aligns well with two previous local research projects (Sing, 2005b; Kuan and Lau, 2002), indicating a sustained popular support for universal suffrage.  
Figure 2: Hong Kong Ranked Sixth in Post-materialism Among 18 Societies
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Thus, existing survey data and research evidence suggest clearly that public demands for universal suffrage in Hong Kong will remain strong, even with improved economic growth.  In fact, if the patterns in Hong Kong follow those of other developed countries, we should expect stronger popular demand for democratic participation as Hong Kong’s economic performance improves further. This study argues that a popularly-elected government, with appropriate institutional capacity and political power, would better confront fundamental challenges and implement policies for the long-term development of Hong Kong, and thus fundamentally improve its quality of governance.

2.2 Broader and More Balanced Political Representation

All governments need to demonstrate to their communities that they are acting with the best interests of the entire society in mind.  Democratic institutions of good governance, founded on the principle of “one person, one vote; one vote, one value” and organized around a system of institutional “checks and balances”, provide communities with the political infrastructure necessary to help insure that all members have equivalent opportunities to access political power.
  The political system in Hong Kong has been structured to serve narrow interests rather than those of the community as a whole.  Such a system undermines popular confidence and support for the Hong Kong government because people question whether the government is acting in their best interest. 

This perception of bias stems from the fact that political representation in the legislature is not balanced and political representation for the selection of the Chief Executive is too narrow. As Yash Ghai has pointed out, “the system for appointment of the Chief Executive, functional constituencies, and the system of voting in the legislature seek to give the business community a veto over initiatives of more democratically elected members.”
  While this system was designed to stress the importance of the business community to the economic development and hence political stability of Hong Kong, these structural arrangements have the unintended results of undermining effective governance.

Currently, the Chief Executive is nominated and elected by a committee of 800 people out of a population of 7 million people.  Moreover, those 800 electors are chosen under a very restricted franchise, limited to about 200,000 persons, coming largely from the established business and professional sectors (See Appendix 2.2). Moreover, successful CE candidates require 100 votes to be nominated under this system, and the identities of the nominees must be made public.      

Clearly, Hong Kong’s Legislature is not fully representative of the population. Half of the Legislative Council is directly elected, while the other half is elected through functionally constituencies.  Of the 30 functional constituency seats in the legislature, besides the three seats for labor, only 4 of the remaining 27 functional constituency seats,  (education, social welfare, district councils and Heung Yee Kwok), do not directly represent business or commercial interests.
  Business and professional classes are also represented in geographical constituencies, functional constituencies, and the Chief Executive election committees.  

Further, according to LegCo’s Rules of procedure and Article 74 of the Basic law, motions introduced by an individual member require over half the members present (from both functional and geographical constituencies) to vote in favor of the motion.  Bills introduced by the Government, on the other hand, require a simple majority to be passed.  Since business and professional interests make up the majority of the functional constituency seats, this gives the corporate elite of Hong Kong society an effective veto over individual member bills.

The functional constituencies themselves are highly imbalanced (See Appendix 3.3). For example, the education functional constituency has more than 60,000 registered voters, while the finance, fisheries, and insurance functional constituencies each have less than 200 registered voters; yet, each of these FC seats carries equal weight in the legislative council.  Finally, the corporate voting structure and secret ballot system of many functional constituencies makes candidate selection obscure, which breeds popular mistrust and re-affirms stereotypes of cronyism.   

This political structure and the lack of effective checks and balances between the executive and legislative branches of government have given rise to public perception that the current political system is biased towards big business.
  It is therefore perhaps not surprising that the public reacted strongly to perceived instances of undue influence of special interests, such as the CyberPort development and management,
 and the proposed West Kowloon Cultural District
. 
Hong Kong’s representation imbalance is also manifested in the high rates of social and economic inequality as seen in the Gini coefficient in Chart One above.
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Hong Kong’s rates of economic inequality have always been strikingly high given its level of development, and these economic and social inequities are not expected to improve or resolve themselves any time in the near future.  With no political voice or relief in sight, the growing numbers in this disenfranchised sector (See Table 1) may contribute to popular disillusionment with the government and raise the risk of political instability. 

[image: image5.emf]The business community has a major role to play in building more balanced political representation and effective governance. The correlation between economic growth and democratic governance, implying an effective working relationship between business and government, is well established by economic facts.   Indeed the business community is generally supportive of good governance tenets (i.e., rule of law, property rights, transparency, and a level playing field). 
When people have more confidence that they have a voice in the political system, when steps are taken to address the balance of business and professional interests with the wider spectrum of social, economic and political perspectives, when opposition legislators or political candidates can contribute to policy formulation, Hong Kong’s political system will be part of the solution, instead of being part of the problem as it is today.  Hong Kong has political and socio-economic assets, such as high rates of GNP, strong institutional and cultural respect for the rule of law, and open markets.   This study’s recommendations are designed to prevent dominance by any one segment of the community over another and to broaden political representation without compromising the pro-market values of Hong Kong. 
2.3 Policy Deliberation

When discussing governance, policy – that is to say, the output of the political process - is what directly affects most people.
  Policy formulation in Hong Kong has been criticized as weak under the current political system. 

In the executive-led SAR government, the role of policy initiation rests almost entirely with the Chief Executive. Without popular legitimacy, the Chief Executive may lack political support to tackle the controversial issues Hong Kong needs to address, such as tax reform, health care, competition policy and sustainable development.  Such “policy timidity” may lead to increasingly ineffective governments, eventually triggering a crisis in public confidence that would damage Hong Kong’s economic vitality.  

Moreover, even if the CE did have the political courage to take on a controversial policy issue under the current system, there is no guarantee that the CE would have the votes to pass the issue.  The current political alignment in LegCo may give the CE a comfortable majority to pass most non-controversial legislation, but the same may not be true for highly controversial legislation.  On political reform issues, for example, (as the Article 23 debate demonstrated) normally pro-government legislators may not automatically extend their support to the CE’s position.  This could again trigger a government credibility crisis, which has the potential to seriously undermine Hong Kong’s political and economic stability.
  Without a resolution mechanism, this potential for policy controversies to escalate into a major crisis inhibits much policy discussion.
 
Structural constraints are, however, the more serious concern. While LegCo can debate the CE’s policy address and vote down government proposals on public expenditure, it cannot introduce bills “which relate to public expenditure or political structure or operation of the government” without the approval of the CE.
  The narrow sector-specific interests of many functional constituency seats discourage serious policy deliberation on issues impacting Hong Kong as a whole.  In addition to such structural issues, the role of political parties and policy research capacities, which usually play important roles in enhancing policy debates, are generally weak and under-resourced in Hong Kong.  Thus, Hong Kong’s problem of “policy timidity” is endemic to the current political system, and this should be an important concern for the business community.  As such, the report will make strengthening public policy deliberation an important objective of its recommendations.
2.4 Accountability

Responsible or accountable governments are generally ensured through two means: electoral pressures and legislative scrutiny.  Hong Kong’s fundamental problem is that it lacks both of these safeguards.

The Principals Officials Accountability System (POAS) was established in mid-2002, but it has failed to address the accountability problem effectively.  Under this system, Principal Officials become ministers with portfolios in various policy arenas, and are recognized as political appointees of the Chief Executive.  At the same time, the leaders of two pro-government parties were co-opted into the cabinet-like Executive Council, which theoretically decides on policies together with the Chief Executive.  However, the system has proven to be ineffective and has been marked by a string of widely publicized blunders, due in part to the lack of political experience, co-operation and common ideology amongst the Principal Officials, and the deficiency of adequate debate in the Executive Council. 
   At the end of the day, the only way to make the Chief Executive and his or her Principal Officials truly accountable to the people of Hong Kong is to make them electorally accountable. 

Legislative accountability is also at issue under the current system.
 Functional constituency (FC) legislators have the same powers as legislators directly elected by geographic constituencies. However, many of the functional seats are accountable to extremely narrow sectoral interests, not to Hong Kong society as a whole.  This narrow sectoral interest acts as a disincentive to full scrutiny of government proposals, except when such scrutiny is of direct interest to the FC’s specific electoral base.  Further, even within those functional constituencies which are chosen under Hong Kong’s corporate voting structure, there is no effective mechanism to hold the authorized representative accountable to his company’s wishes when making his choice.  While representation for sectoral interests is not an intrinsic problem (in fact most legislatures are designed to be responsive to smaller constituencies), Hong Kong’s legislative system is not structured to balance such narrow sectoral interests with those of Hong Kong society as a whole.  One way of addressing this is through the introduction of a bicameral legislature, which the study addresses in the next chapter.
2.5 Leadership Cultivation

Currently, there is an insufficient pool of experienced political candidates from which to choose Hong Kong’s potential political leaders. Neither Hong Kong’s civil servants nor its business leaders, (the pool traditionally tapped for political appointments), have the requisite grass roots linkages to build political consensus for good governance. Moreover, a career in politics is not attractive when so few political offices possess any real power and when there is no meaningful political opposition. Those political positions that do have substantive powers, such as Principal Officials or Legco seats representing powerful functional constituencies, are not gained through democratic elections, so the incumbents tend to lack the key political coalition building skills and experience that might make them effective political leaders.

In other systems, political parties play a fundamental role in the cultivation and nurturing of political talent.   Political parties “shape the recruitment supply of potential candidates through providing social networks, training, civic skills and organizational experiences.”
   A key objective of parties is to groom political candidates who will successfully compete for political office, and thus political parties are fundamental to the shaping of both government and opposition leadership.  

In Hong Kong, the existing political system discourages the growth of strong political parties.  The CE is not allowed to have any political party affiliation and the electoral system encourages political fragmentation.  There are no tax incentives to donate to political parties and no laws regulating the administration of existing political parties.  There are no direct restrictions on individual party development, but there are no mechanisms for encouraging their growth either.

The price Hong Kong is paying for this vacuum is a skills shortage, as it lacks political candidates who are able to link government and the electorate. In other societies, while social divisions can be based on ideology, interests, leaders, or policies, effective political parties “can organize and manage any of these differences.”
 Hong Kong needs to strengthen the legitimacy of governance processes through elections, and the credibility of its political offices and opposition so that they may bridge social divisions.  Without these reforms, few will be attracted to participate in political life.

Faced with these governance shortfalls, Hong Kong needs to design durable political institutions to meet these challenges, while addressing the concerns of its major stake-holders, including the business community, the Central People’s Government and the community as a whole, in its transition to full democracy as stipulated by the Basic Law.  
Based on an international comparative analysis of political systems, good governance principles, as well as the local context, this report will now turn to its recommendations on the role of the Legislative Council in constitutional reform with universal suffrage.
3.  Legislative Council Reform

Summary of Recommendations and their Rationale

A Bicameral System:

1. The Legislative Council should be divided into two chambers: an Upper House and a Lower House. 
Rationale: A bicameral legislature can improve governance by better representation of the interests and preferences of a diversity of constituencies (e.g. districts, functional constituencies, classes and groups with varied political beliefs), enhance accountability and performance legitimacy through deepened policy deliberation on legislation, and cultivate leadership via opening up political institutions to appointments and, more importantly, free and fair elections.  This will strengthen the electoral legitimacy of the entire political system.
Bicameral Composition:

2. The Lower House would be made up of approximately 76 members, based on eleven OECD countries’ bicameral legislature membership/population equivalency ratios, all of whom would be directly elected through universal suffrage.  

Rationale: The suggested method and composition can improve three areas of governance through more equitable representation, electoral legitimacy and accountability. 
3. The Upper House should have: 
a) 40% reformed functional constituency (FC) seats (with reform features such as replacing the corporate voting by individual voting, and/or abolishing small FCs that represent insignificant sectors. In 2000, nearly half of the FC legislators were produced from FCs with less than 1000 registered voters).

b) 40% non-District Councilors elected by directly-elected District Councilors, to strengthen the territorial representation of the Upper House.
c) 10% members elected by HK delegates to China’s National People’s Congress and the Chinese People’s Political Consultative Conference, to reinforce the link between Hong Kong and the Central government.
d) A category of Appointed Members, who would make up 10% of Hong Kong’s Upper House membership. An Appointments Commission that commands public support will make appointments to the Upper House.
e) A final tally of approximately 62 members, following calculations based on equivalency ratios for upper house legislators in bicameral legislatures in eleven OECD countries, with the recommended distribution of Upper House members proposed in a) to d) above).

Rationale: The proposed composition for an Upper House can improve HK’s governance by:

· Broadening representation: through a more equitable incorporation of interests of   different districts, classes (FCs), political beliefs/forces (e.g. political parties and Beijing) (Appendix 3.4)

· Enhancing accountability: through the inclusion of broad expertise and perspectives to help block problematic legislation and improve monitoring of the executive branch. 

· Improving public policy deliberation: through members who are elected by directly -elected District Councilors (after merging of District Councils), (Appendix 3.4)  

· Cultivating leadership: through more participatory legislative activities, more political leaders will be cultivated.

· Strengthening legitimacy: with Upper House members elected by directly-elected District Councilors, electoral legitimacy is boosted.  In addition, with stronger governance capacity as outlined above, the credibility of the entire political system is strengthened. 
Bicameral Powers
4. The Upper and Lower Houses in Hong Kong should not have equal powers.
Rationale: This is to avoid legislative gridlock. Political accountability and performance legitimacy will be strengthened by legislative effectiveness.
5. The Upper House in Hong Kong would primarily scrutinize and monitor the legislative process, with powers to delay ordinary legislation for up to 6 months,    financial legislation for up to 3 months, and to 20 days in case of urgency.  
Rationale: These arrangements provide a good balance between legislative efficiency and political accountability.
6. Either House will have the power to initiate ordinary bills, but financial bills can only be initiated in the Lower House.  
Rationale: Given the greater electoral mandate of the Lower House, this arrangement will boost the legitimacy of the bicameral legislature.
7. The Upper House will have the power to veto legislation related to the constitution, and any Basic Law amendments will require two-thirds approval from both houses. The role of the CE and China’s National People’s Congress in approving HK’s legislative changes, as specified in the Basic Law, will remain unchanged. 
Rationale: This will promote mutual trust between the Central & Hong Kong Governments.
8. Inter-chamber deadlocks should neither be resolved by the Chief Executive nor the Executive Branch. Instead an inter-cameral conference or committees should be set up to resolve inter-cameral conflicts.  
Rationale: This arrangement, consistent with international practice in many places, will promote legislative accountability and legitimacy by forcing the legislature to resolve their own disputes.
Electoral Methods

9. The two chambers should utilize different electoral systems to produce representatives with different perspectives and expertise for better policy deliberation.  
Rationale: Different electoral methods will ensure non-redundancy of the Upper House, thus  ensuring the legitimacy of the bicameral arrangement.
10. To enhance the stability of the upper chamber, upper house members would hold office for 6 years and half of the members would be elected every 3 years.  
Rationale: This will promote monitoring of the Upper House & therefore improve the accountability and performance legitimacy of Hong Kong’s political system.
11. Functional constituencies should use first-past-the-post (FPTP) for electing legislators to the Upper House.  An open-list system of proportional representation should be used by directly-elected District Councilors.  A block vote system can be used by local delegates in the NPC and CPPCC to elect their representatives into the Upper House.

Rationale: FPTP is simple and can reduce multi-partyism. Open-list will reduce party control and hence increase non-partisan character of upper house. Block vote allows HK’s delegates to NPC and CPPCC to choose their representatives into the Upper House easily.
12. A mixed-member majoritarian system should be used to produce the Lower House.
a) A single, Hong Kong-wide, closed list-tier using proportional representation will be used to elect two-thirds of the seats in Hong Kong’s Lower House.  This suggested measure can boost party discipline, policy deliberation, political accountability and performance legitimacy.
b) The remaining one-third seats in the Lower House, chosen by majoritarian elections, should be elected by double-seat constituencies, using a double-vote electoral system. It can broaden representation of the political system. 
Rationale: Given the criticism of an overly narrow constituency focus in the current LegCo, the mixed electoral system improves the balance between district and territory-wide representation while limiting the potential of multi-partyism.

3.1 Introduction

Democratically-elected legislatures around the world play a pivotal role in providing legitimacy and enhancing the accountability and transparency of their respective political systems. A democratically-elected legislature can also help to improve government work through committee reviews and debates, and can serve as a channel for cultivating political leaders. Hong Kong’s legislature, however, is neither fairly nor broadly representative of the community as a whole – it is an institution crippled by inadequate popular support and governing power, and a poor record of policy deliberation and leadership cultivation.

Given popular expectations for universal suffrage and full democracy, and the Central Government’s preference for gradual political reform - as well as the interest of the business community and some professional groups to retain functional constituencies - this study recommends establishing a bicameral legislature (that is, a legislature with two distinct assemblies), with the introduction of universal suffrage for Legislative Council and Chief Executive elections by 2012. Please refer to Table 3.1 for a summary of the Team’s proposal for the 2012 LegCo.  

3.2 Bicameralism Around the World 

The study’s recommendations on the bicameral system’s powers, composition and electoral systems are guided by comprehensive analysis of the roles and functions of second chambers around the world, especially OECD countries.
 (Comparative international details on the selection methods and powers of bicameral systems can be found in Appendices 3.1 and 3.2).
Bicameral systems have become more popular in recent years. By 2000, there were 67 bicameral institutions, comprising approximately 38 per cent of 178 legislatures in existence. (Appendix 3.1 shows bicameral legislatures world wide). The trend towards bicameral chambers is rising, as since the late-1980s more countries have restored or established bicameral legislatures, and many are found in polities with populations of fewer than one million. This reverses an earlier trend (in the 1960s and 1970s) of abolishing upper chambers.

From 1980 to 1999, only six upper chambers were eliminated, while 11 were reinstated and 14 created anew. In short, there has been a net increase in bicameral structures compared with the previous two decades.  Almost one third (29.7%) of unitary countries  (as opposed to federal systems) also practice bicameral parliamentarism. In the late 1990s, close to one quarter (23%) of the world’s micro-states, i.e., those with a population of a million or less, were bicameral.
 

The effectiveness or political significance of upper chambers depends not only on the formal power and membership selection methodology, but also on voting rules between the upper and lower chambers, and the terms of membership. Upper chambers with nominal formal power may refrain from exercising substantial power, if the members of the upper chambers are neither directly nor indirectly elected. For instance, although the House of Lords can delay legislation, as a hereditary membership it rarely exercises its powers to challenge the popularly-elected lower house. When the membership compositions of the first and second chamber are the same, the second chamber will be regarded as redundant, and its power will then suffer.
 
In some countries, upper chambers can typically only delay the passing of bills, rather than rejecting them, but in other countries, both houses have equal legislative powers.  It is also common to see that upper chambers have varying power over different legislation, for example, ordinary bills, financial legislation or constitutional amendments. For instance, financial legislation or money bills must be introduced in the Lower House in the United Kingdom, and the Upper House may only delay passage of such bills for one month at a maximum.  Further examples on upper chamber powers can be seen in Appendix 3.2.

Like lower chambers in democratic systems, upper chambers are mostly fully elected. In 2000, of a total of 67 bicameral legislatures, 39 had an upper chamber in which all members are directly or indirectly elected. Other upper chambers were produced by appointment, or a mixture of direct and indirect elections (Appendix 3.1). It is also common to use a rolling membership system for an upper house.  Rolling membership contributes to a more stable party balance, making the chamber less liable to swings in public opinion and more capable of exercising moderating influences. Further examples on bicameral electoral methods can be seen in Appendix 3.1.

Compared with unicameral systems, a bicameral legislature for Hong Kong has a number of advantages. 
1. Political Compromise:  A bicameral system will allow the retention of HK’s functional constituencies in a manner that will endow the legislature with electoral legitimacy.  A bicameral structure will therefore serve as a middle-ground resolution to highly divisive debates on constitutional reform. 
2. Legislative Scrutiny: A bicameral system can enhance the quality of the legislative process through scrutiny of legislation. This core function of an upper chamber gives members of the upper chamber time to examine bills in greater detail. In order to balance between the need for lower chambers to achieve effective legislation and the role of the upper chamber to review bills, the upper house needs to have delaying powers up to 6 months at a maximum for ordinary legislation, up to 20 days in case of urgency for ordinary legislation, and up to 3 months for financial legislation.

3. Investigative Functions: Upper chambers in many overseas countries have contributed to parliamentary work by conducting detailed studies on issues of public interest.  An upper chamber may be in a better position to undertake review functions, as members may have more time, and can conduct their business away from the media limelight.

4. Constitutional and Human Rights Scrutiny:  A new upper chamber can review  constitutional changes and human rights issues – for example, the upper chamber can establish a committee examining all bills for compliance with international human rights conventions.

5. Territorial Chamber:  The upper chamber can act as a territorial-wide chamber by bringing in society-wide perspectives to the legislative, review, and constitutional roles of the chamber.

Table 3.1 The Team’s Proposal for the Legislative Council in 2012

	Unicameral/bicameral? 
	Bicameral 

	Size
	Upper Chamber: 62 members
Lower Chamber: 76 members

	Terms of office
	Upper Chamber: 6 years; a half of them elected or appointed every three years

Lower Chamber: 4 years (concurrent with that of the Chief Executive)

	Method of selection
	Lower Chamber: Mixed system

· 2/3 of the seats: Proportional Representation with closed lists (can maximize party discipline & minimize executive-legislative deadlocks) ; the whole HKSAR as one constituency

· 1/3 of the seats: double-seat and double-vote electoral system, using a majoritarian electoral method

	
	Upper Chamber: Mixed system

· 40% of the seats: functional representation (with reform of the current system) using a first past the post electoral method.
· 40% of the seats: elected by all directly elected district councilors from 5 MERGED districts (Non-District Councilors run as candidates) using an open-list system of proportional representation 
· 10% of the seats: members appointed by an independent Appointments Commission

· 10% of the seats: elected by HKSAR delegates to National People’s Congress and Chinese People’s Political Consultative Conference using the block vote method.

	Power of the second (i.e. upper) chamber


	Scrutiny and Monitoring Power

HK’s Upper House can delay up to 6 months at a maximum for ordinary legislation, to 20 days in case of urgency for ordinary legislation, and to 3 months for financial legislation.  

*Lower House needs two-thirds of members’ votes for passing financial bills, and 51% for non-financial bills.

*Bills for ordinary legislation can be initiated in either House. Bills for financial legislation can only be initiated at the Lower House

Constitutional Guardian

*Upper Chamber Protects constitutional rights, by a veto or delaying power - amendments of the Basic Law need to be endorsed by 66.7% of members of each house.

	Resolution of inter-chamber gridlock
	The Chief Executive should not step in. Instead, inter-chamber committees will be formed; the lower chamber can either accept or reject the consensus reached by the committee but not amend it

	Reforms of functional representation
	· Further enfranchisement of functional constituencies can raise the public support for them and the Upper House as a whole.

· Corporate voting in functional representation should be abolished and replaced by individual voting

· Abolish minor functional constituencies that represent insignificant sectors 




3.3 Principles for Good Bicameral Systems

In designing a bicameral system with reference to established international practices, the major principles for Hong Kong to consider are
: 

1. An upper chamber can force the government to rethink truly problematic bills, without causing intractable legislative gridlock. Both strong and weak upper chambers can cause undesirable effects. A very strong upper house with the right to veto can trigger legislative gridlock and incapacitate the government.  By contrast, a very weak Upper Chamber may be disregarded by the lower chamber and the public.  The ideal model is a political system that permits the Upper Chamber to force the government to reconsider truly problematic bills, without causing incessant legislative gridlock.
2. Upper chambers have reduced powers over financial legislation and more power over constitutional amendments. According to international practice, leaving financial legislation to the lower house is a recognition of the broader mandate passed from the electorate to the lower house. 
3. Upper chambers should have no powers to remove the government from office: In view of the broader mandate of the lower house, the power of removing government from office should not be given to the upper chambers.  

4. The two chambers should have different functions, or else the upper chamber will become redundant. It is quite common for the first lower house to concentrate on the broad direction of policy, while the upper chamber has greater responsibility for  meticulous legislative scrutiny, as in Germany.

5. The upper house should stand for the territorial nature of the state: the second chamber should have members representing the provinces, regions, or states in the national legislature, as in Germany, Australia, and the United States.

6. Government/governing party should not control the upper chamber: This feature will help maintain the independent character of the upper chamber so that it can provide a more effective check on the lower house and the government. 

3.4 Composition and Power of Hong Kong’s Upper Chamber 

3.4.1 Composition

If Hong Kong is to set up a second/upper chamber, its members should comprise those from functional constituencies, as well as others representing wider geographical and diverse social, economic and political perspectives, with representatives chosen from enlarged District Councils, appointed members chosen by an impartial body and HK delegates to the National People’s Congress (NPC) and the Chinese People’s Political Consultative Conference (CPPCC).  
3.4.1.1 Functional constituencies

In a survey conducted in December, 2004, 16% of the respondents agreed that functional constituencies (FCs) should all be abolished at once and 60% wanted them abolished step by step.  Only 13% of respondents said FCs should not be abolished.
 This low level of support is not surprising, given the small functional constituencies (FCs) and the narrow interests they represent, as compared with geographical constituencies.

Without a popular mandate, the power of an upper chamber composed entirely of the existing functional constituencies will have to be very limited, if it is to gain even a modicum ofcommunity support. In order to overcome this problem, Hong Kong’s Upper House, should comprise both reformed FCs, and other more representative components. 

Replace corporate voting by individual voting 

FCs with a high proportion of corporate voters tend to perform poorly when measured in quantitative terms, such as committee membership, attendance and amount of LegCo debate participation.  This is partly a result of their narrow focus in protecting corporate or sectoral interests rather than wider societal interests.
   Hence, it is recommended that individual voting rather than corporate voting should be used for the FC seats in the upper chamber.  FCs that are small in size and represent only insignificant sectors should be abolished.  In 2000, nearly half of the FC legislators were produced from FCs with less than 1000 registered voters (Appendix 3.3). 

3.4.1.2 Non-functional constituency seats

District Councils 

Membership of the proposed upper chamber in Hong Kong can be broadened to allow directly-elected District Councilors to nominate and elect non-District Councilors to stand for elections for the upper chamber.  

The advantages of this method are manifold. First, it strengthens the incentive for aspiring politicians to join parties and run for the District Councils as a way of moving up the political ladder. Second, it ensures that adequate attention is given to local needs in the upper chamber, thus complementing the territory-wide perspective provided by the appointed members and/or members from functional constituencies.  Third, the differences between indirectly-elected members and the electoral methods for producing such members in the upper chamber, compared to those in the Lower House, will encourage the formulation of different perspectives by the two chambers.  Fourth, those indirectly-elected members who are not themselves District Councilors should be less parochial then their electors.  This is especially the case if the 18 District Boards are merged into 5, with responsibility for much larger districts.
  Finally, the system will provide an additional avenue for nurturing political leaders and promoting party development in Hong Kong, through the increased participation of political parties in electoral process.
Appointed Members

In 1999, 40% of upper houses globally had appointed members
. This system can bring independent, or under-represented members, to an otherwise overly uniform chamber. If both chambers are dominated by the same party, for example, the monitoring function of the upper chamber will be diminished, and the possibility of inter-cameral logrolling or politicized exchanges will be increased.
 An Appointments Commission for Hong Kong that has public support can make appointments to the upper house, to minimize the chance of same-party dominance or overly narrow representation.  In case party appointees are included, their proportion should be small, and consideration should be extended to include under-represented social groups.  Retired senior politicians, retired civil servants, senior lawyers or judges and academics may also be included.  Experts in different fields can also be included as occasional advisers in the upper chamber on particular bills, rather than the members of the chamber itself.  The number of appointees needs to be fixed or close to be fixed since variable nature of the number of membership can easily lend itself to political manipulation.

National People’s Congress/Chinese People’s Political Consultative Conference Delegates

In the context of “One Country Two Systems” and the growing importance of the multiple social and economic ties between mainland China and Hong Kong, stronger links between Hong Kong and the Central Government should be institutionalized in the legislature. Therefore, some seats in the Upper House should be elected by HK’s delegates to the National People’s Congress and the Chinese People's Political Consultative Conference.
3.4.1.3 Distribution of Membership

Functional constituencies will make up 40% of the upper chamber seats.  Indirectly elected District Council representatives can take up 40% of the total seats in the upper chamber. Appointed members can occupy 10% of the seats (to avoid undermining public support for the chamber), while 10% of the seats in the Upper House should be set aside for members elected by Hong Kong’s delegates to the National People’s Congress and the Chinese People's Political Consultative Conference.

The proposed distribution of upper chamber membership is based on a balanced and broad representation, which would enhance the legitimacy of the Chamber, and include representation from more diverse social and political groups. This is indeed the key rationale for establishing a bicameral legislature (Appendix 3.4).
3.4.2 Powers of the Upper Chamber in Hong Kong
Should the Upper and Lower Chamber in Hong Kong share equal power?

Among bicameral chambers that share equal power, membership in the upper chamber is overwhelmingly through direct elections (e.g. Australia, Switzerland, United States and Colombia since 1991). This gives the upper chamber more or less the same mandate as the lower houses.  

In the case where an Upper House comprises members from functional constituencies and/or appointed members, while the Lower House is directly elected, granting equal power to both Houses is inconsistent with democratic principles and indeed is likely to undermine public support for the Upper House. Therefore, it is recommended that the role of Hong Kong’s upper chamber should be differentiated, to focus on review of legislation, as well as serving as the constitutional guardian.

Scrutiny and Monitoring Power of the Upper House in Hong Kong
The proposed Upper House needs to have reasonably effective delaying powers for both financial and non-financial bills.  In keeping with the practices of 17 OECD bicameral legislatures, the Upper House in Hong Kong can delay ordinary legislation for up to 6 months at a maximum, up to 20 days in case of urgency, and up to 3 months for financial legislation. These timeframes are longer than those in OECD bicameral legislatures that have similar mixed membership composition in the upper house (see Appendix 3.5 & 3.6).  In determining an appropriate duration of the delay, a careful balance has to be made between effective monitoring by the Upper House and effective and efficient legislation by the Lower House.  With media and public attention, a short delay by the upper chamber is usually sufficient to force the lower chamber to rethink.
 

Arming the upper house with the capacity to veto financial bills easily is likely to create legislative deadlock and undermine public support for the upper chamber. It would also weaken the monitoring power of the legislature vis-à-vis the executive as a whole. The scrutiny function of Hong Kong’s upper chamber should therefore remain as its core role. It can supplement the Lower House by presenting a different viewpoint from the lower chamber’s.

To enable the upper chamber to exercise fully its legislative functions, bills for ordinary legislation can be initiated in either Lower or Upper House. Bills for financial legislation, however, can only be initiated at the Lower House. This is in deference to the broader mandate of the Lower House, and is in keeping with the practice of many countries (Appendix 3.2).

Constitutional Guardian

Following international practices, HK’s upper chamber should protect or enhance constitutional rights and amendments, by use of a veto or delaying power. This is in addition to its scrutiny and monitoring role. Amendments to the Basic Law will need to be endorsed by a two-thirds majority of legislators from both houses.

3.5 Inter-Chamber Conflicts

3.5.1 Should inter-chamber deadlocks be resolved by the Chief Executive and/or Executive Council?

There are three reasons why inter-chamber deadlocks should not be resolved by the Chief Executive nor the Executive Council. Firstly, this would undermine the independence of the legislature and thus its capacity to effectively monitor the executive branch, and amend problematic policies. Secondly, the executive branch is less democratically constituted than the legislature, and should it be given the power to adjudicate inter-cameral conflicts - especially in highly contentious issues - the potential for major populist political backlash will become very high. Thirdly, international practice points to other options for resolving the inter-cameral conflicts. 

3.5.2 Methods for Resolving Inter-cameral Conflicts
 

The three mechanisms for resolving inter-cameral conflicts commonly practiced internationally include the suspensive system, inter-cameral conference committees, long shuttle
 and dissolution of the legislature.  

Suspensive system: 

This mechanism is usually adopted in relatively weak chambers without a strong electoral mandate, through which the upper house can delay bills passed by the lower house, but not veto them.  Despite the larger formal power of lower houses over the final disposition of bills, two measures can be adopted to address the differences between the two chambers. First, a specified number of shuttles between the chambers can permit negotiations between the two chambers while the bills shuttle back and forth. Second, a period of delay can be imposed by the upper chamber for passing bills. During the delayed period, the lower house is motivated to bargain and gain support from the upper house, and external social groups can have time to reflect over the relevant issues and generate support or pressure on against the bills.  

Inter-cameral Conference Committees

The second way of resolving inter-cameral conflicts is through conference committees, comprising members from both chambers. Conference committees are empowered to suggest legislative compromise proposals to the parent chambers which those chambers must vote in its entirety (i.e, amendments are typically not allowed).  The rules governing conference committees that would have to determined include: 

i. who can establish the committee

ii. the membership of the committee, 

iii. whether memberships are temporary or permanent 

iv. the scope of discussion, extent of compromise allowed, 

v. availability of tradeoffs across issues,  

vi. the rules for committees’ decisions, 

vii. whether committees proposals can be amended, and 

viii. who has the final say.

Long Shuttles and Dissolving Legislatures

In the absence of a joint inter-cameral committee, if the upper house is granted the power for modifying or rejecting bills that cannot not be overruled by the Lower House, the bills may shuttle back and forth for a lengthy period until the two chambers reach a consensus (this is the case in Italy). In fact, the legislature may have to be dissolved if the two houses cannot reach an agreement, such as in Australia.

3.5.3 Resolving Inter-cameral Conflicts in HK

In order to avoid non-stop shuttles or the dissolution of legislature, it is recommended that Hong Kong should use the suspensive system, together with inter-cameral conference committees. In line with international norms, delaying powers for the Upper Chamber should be up to 6 months at a maximum for ordinary legislation, up to 20 days in case of urgency, and up to 3 months for financial legislation. The shorter period granted for financial bills is designed to prevent financial or fiscal losses arising from prolonged procrastination. The suspensive power for the upper chamber can also exert pressure on the lower house in amending highly controversial bills.

Inter-cameral conference committees can be formed either when there is a deadlock arising from conflicting legislative interpretations in each house.  The inter-cameral conference committee can be formed, usually with 5-7 members from each house representing political parties or allied groups, based on their number of seats. The committees are limited to discussion of those areas of disagreement between the two houses, and the final decision of each committee is reached in accordance with a simple majority.  A compromise proposed by the committee can be rejected, but the Lower House may not amend the committee’s compromise.  In case of a tie vote, the Lower House will be given the final say.  

On constitutional issues – that is, on matters relating to amendments of the Basic Law - in order to uphold the solemnity of the mini-constitution and protect China’s sovereignty, approval from a two-thirds majority of both Houses is required.  
3.6 Electoral Methods for the Lower House and Upper Houses 

The study recommends that the two chambers should adopt different electoral methods, since using the same electoral formula to produce members of both chambers will likely result in the selection of legislators of similar backgrounds and views, thus defeating the purpose of bicameralism. 

The study also recommends that Hong Kong should work to avoid having a political system with a large number of small political parties. When the number of parties or multi-partyism is high in legislatures, the probability of executive-legislative deadlocks, or failures to secure at least a “near-legislative majority” are more likely than when there are fewer parties.
 In fact, presidential democracies (similar to the executive-led system of the HKSAR after the introduction of universal suffrage) are more prone to collapses than parliamentary systems,
 when presidents without “legislative majority” or “near-legislative majority” fail repeatedly to secure passage of government motions/bills.  This relationship between multi-partyism and political survival has been established in our cross-national and longitudinal study of 78 countries from 1950 to 2000 (Appendix 3.8).

Research has established that, among all electoral systems, using proportional representation (PR) as an exclusive electoral system is most conducive to multi-partyism (Table 3.2 below). Proportional representation also favours the formation of coalition governments, e.g. Israel and Italy, allowing minority parties to hold large parties to ransom in coalition negotiations. The system is usually used in societies with marked social divisions along linguistic, regional, religious or ethnic lines. Therefore, adopting proportional representation alone, as is currently used in Hong Kong’s LegCo geographical constituency elections, may endanger Hong Kong’s long-term political stability when the Chief Executive is democratically elected. 

Table 3.2: Electoral Systems & Mean Numbers of Relevant Legislative Parties

	
	Mean number of relevant parliamentary parties (with over 3% of seats)
	Number of

countries 

	Majoritarian 
	3.33
	83

	Mixed-member Electoral System
	4.52
	26

	Proportional Representation System
	4.74
	61

	TOTAL
	4.12
	170


Note: The data includes the results for 1,263 parties contesting the latest elections to the lower house of parliament from 1995 to June 2000. Parliamentary parties are defined as those winning at least one seat in the lower house. The results of the elections were calculated from Elections Around the World. www.agora.stm.it/elections/alllinks.htm
Source: Adapted from Norris (2005)

The team recommends that members of the proposed Upper House, given the different categories of membership, be returned using a majoritarian or plurality formula combined with an open-list proportional representation method.
 For the Lower House, we recommend a mixed-member electoral system based on the majoritarian principle for double-seat constituencies, with a double-vote electoral system for a portion of the seats, and a closed list proportional representation system for the remaining ones. (Definitions of electoral methods terminology can be found in the report’s glossary.)
3.6.1 Election Methods for the Lower House

A mixed-member electoral system is recommended for the Lower House in Hong Kong, that is, using majoritarian principle in single-seat or multi-seat districts to elect some of the legislators, and the proportional representation system to elect the remaining seats.
  The mixed-member system was first adopted by Germany in 1953.  During the last 15 years, it has become the most popular electoral system for both established and new democracies, and had been adopted by 30 countries as of January, 2005 (Appendix 3.9).

The mixed-member electoral system has become popular for a number of reasons:
  First, the mixed-system employs different methods in electing members of the two houses. It returns legislators with different perspectives for the two chambers, and helps to maintain the independent character of the upper chamber. Second, the mixed system partly comprises majoritarian principles, and therefore reduces the risks of multi-partyism which is associated with excessive executive-legislative deadlock and political instability. With the majoritarian element in the system, the risk of small and unpopular parties holding popular and larger parties to ransom is also reduced.  Instead, the legislature is likely to be more politically accountable.  

Third, the inclusion of both proportional representation and majoritarian elements in the mixed system encourages the dual emphasis of territory-wide representation, as well as protection of individual geographic constituencies’ interests.  For the closed-list proportional representation system, parties are allowed to prioritize candidates for either a single “territory-wide” list or for large multi-seat constituencies.  Consequently, contending parties will be encouraged to address “territory-wide” policies. When a single list is adopted for the entire territory, professionals who do not enjoy street campaigning will also be more motivated to run in elections if parties give them higher ranking in the list of candidates.  

Fourth, the use of proportional representation in the mixed system can also permit a greater diversity of views to be articulated in the legislature and in government. This will enhance the effective representation of smaller parties (and minority groups) in the legislature.  

A single closed-list tier using proportional representation can be used to elect two-thirds of the seats in Hong Kong’s Lower House.  Given the compact nature of Hong Kong, two-thirds of the seats in the Lower House can be returned through proportional representation using a single territory-wide list. This will encourage territory-wide policy debates among competing political forces.  Meanwhile, among PR systems, some means of determining the allocation of seats among those contesting the election needs to be made.  The D’Hondt Formula is recommended as it has been recognized in comparative research to be less favorable for party fragmentation vis-à-vis other commonly used formulas.  Appendix 3.11 provides a fuller explanation of this allocation formula.
The remaining one-third seats in the majoritarian tier can be elected through double-seat constituencies, using a double-vote electoral system based on 10-13 new geographical constituencies, returning in total between 20 to 24 legislators. The double-seat constituencies and double-vote electoral system mean that in each of the 10-13 geographical constituencies, two legislators will be elected.  Each voter can vote for two candidates and the electoral outcome is determined by simple plurality method, that is to say, that in each of the 10-13 constituencies, the two candidates who obtain the highest number of votes will be elected. With 10-13 geographical constituencies, the enfranchised population in each constituency should be equitably represented. Such a method ensures accountability to local interests, assuming that the total number of legislators in the Lower House will be between 60 and 78.  The double-seat, double-vote method can keep the total number of geographical constituencies reasonably moderate, and most Hong Kong voters are familiar with the method as it was once used in the early 1990s for the legislature election.

3.6.2 Election Methods for the Upper House 

Given the fact that Upper House membership already represents a broad spectrum of social, economic and political perspectives, FC seats can be returned using the plurality system. This system is simple and has been shown to reduce multi-partyism.  
For the 40 per cent indirectly-elected Upper House members chosen by District councilors, the research team also recommends the open-list formula.  The open list system will provide electors with the ability to rank their candidates, thus reducing party influence in the final electoral outcome.  This will contribute to the non-partisan nature of the upper chamber.  
The block vote system can be used by local delegates in the NPC and CPPCC to elect their representatives into the Upper House.  The block vote system is simply the use of a first-past-the-post voting method in multi-member districts, in which each elector is given as many votes as there are seats to be filled, and the electors are often free to vote for individual candidates regardless of party affiliation (Reynolds & Reilly, 1997: 36).  This method can effectively and easily allow those delegates to freely elect their representatives into the Upper House.
The term of upper house members should be 6 years, with half of them elected every three years.
3.7 Overall Number of Legislators 

According to international experience, upper chambers are usually smaller than the lower chambers.  For example, among the 17 bicameral legislatures within OECD countries, upper chambers have around 60% of the number of seats compared to the count of the lower chambers, and the smaller size of the upper chambers is seen as more conducive to committee work and debate.  This, together with other elements like having longer terms served by members of upper chambers, suggests that members of the upper chamber tend to work more closely together. This can foster a more constructive and less adversarial atmosphere in the legislature.
 

Based on OECD averages for population ratios and number of legislators in bicameral systems and the current number of Hong Kong’s effective functional constituency seats, if Hong Kong were to adopt a bicameral legislative model, the optimal size should be 62 legislators in its Upper House (Appendix 3.10).  Keeping in mind the compact size of Hong Kong, and the need to nurture more political leaders, as well as the requirement to legislate in a reasonably efficient and effective manner, the team recommends that Hong Kong’s Lower Chamber should not have more than 76 members.  
The recommended Legislative Council reforms will strengthen the legislature in Hong Kong, and are crucial to improving governance, especially if appropriate reforms of the Chief Executive are simultaneously carried out. Concurrent measures should be taken to ensure that the CE enjoys similar levels of popular mandate and legitimacy as the upper and lower houses, and that a closer executive-legislative partnership is developed. This is the area to which this report will now turn.

4. Nomination and Election of the Chief Executive

Summary of Recommendations and their Rationale

Qualifications

13. All adult Hong Kong citizens who have resided in the SAR for 10 years should in principle be allowed to stand in CE elections and be nominated.

Rationale: This manifests a fundamental democratic principle.
14. The CE candidate should be allowed to be affiliated with a political party.  

Rationale: This suggested arrangement is crucial for improving overall system performance legitimacy as this political party link will act as a bridge between the legislative and executive branches that is currently lacking.  No change in Basic Law is required for implementing this suggestion.
Nomination:

15. The current Election Committee should become the Nomination Committee (NC), responsible for nominating CE candidates who will be elected by universal suffrage.

a)  For 2007 the total number of NC members should be increased from 800 to 1600. In 2012 the total members should be further increased from 1600 to 3200.
b)  The first to third sectors of NC should be increased from 200 to 400 members in 2007 and 800 in 2012 using the same method of choosing electors as before. 

c)  The fourth sector of the NC should be increased by adding 200 additional District Councilors, elected through proportional representation and this sector should be further expanded to 800 in 2012 by including all District Councilors and more CPPCC delegates.

Rationale: The above changes will boost the representation, accountability, and legitimacy of political system by making the CE electorally accountable to the Hong Kong people.
16. For 2007, corporate voting will be maintained, but each member of the Nomination Committee will be allowed only one vote (either as a corporate representative or as an individual).  In 2012 corporate voting should be abolished and the electorate should be significantly expanded. 

Rationale: “One person one vote” and the potential of broadening the voter-base of the Nomination Committee will enhance the legitimacy of the CE’s office.  
17. For both 2007 and 2012, at least 12.5% of the total members in the Nomination Committee are required for nominating one candidate. Each Nomination Committee member can at most nominate one candidate only. 
Rationale: This would cap the maximum number of candidates in each CE elections, and hence discourage the development of multi-partyism.

18. For both 2007 and 2012, each successfully nominated candidate should secure at least 5% of votes from each of the four sectors mentioned in Annex 1 of the Basic Law. 

Rationale: To ensure that candidate for the CE will have broad-based support.
19. For both the 2007 and 2012 elections, each successfully nominated candidate is required to be nominated by at least 25% of the total number of legislators

Rationale: This would encourage candidates for the CE to seek political parties/coalitional parties’ support, smoothing the executive-legislative relationship.

Electoral Methods:

20. In 2007 the NC will both nominate and elect the CE. In 2012 all registered adult voters should be able to elect the CE through universal suffrage.  

Rationale: Universal suffrage is both the ultimate goal stated in the Basic Law and a fundamental principle of democracy.

21. Both nominations and elections should be based on closed-ballots to minimize political interference and raise the credibility of the entire process.  

Rationale: This arrangement will boost representation, legitimacy, accountability and leadership cultivation.

22. In the CE elections, the one-round, first-past-the-post voting method will be used. 
Rationale: This electoral system is preferred in order to decrease multi-partyism, strengthen executive-legislative party ties and for its efficiency, simplicity, and lower costs.

23. The CE’s “coat-tail effect” on legislative candidate selection can be strengthened in 2012 by implementing concurrent elections for the CE and legislature.  The term of the CE will be shortened to 4 years.

Rationale: This will reduce fragmented multi-partyism and executive-legislative gridlock.
Powers:

24. The Legislative Council has the power to initiate financial, non-financial and private members’ bills, while the CE retains veto power. 

Rationale: Balancing the powers of the CE and the LegCo better ensures political stability.
4.1 Introduction

According to Article 45 of the Basic Law, the Chief Executive (CE) will ultimately be selected by universal suffrage, upon nomination by a broadly representative nominating committee, in accordance with democratic procedures. Meanwhile, the Standing Committee of the National People’s Congress in 2004 ruled that this “ultimate” goal of universal suffrage will not be introduced in the 2007 CE election. Against this backdrop, the Team seeks to devise a step-by-step CE reform proposal that, while in accordance with the NPCSC decision, lays down a clear path towards universal suffrage in 2012 or beyond. Our proposal is based on four principles:

(I) Non-exclusivity. The nomination of candidates for the CE election should be inclusive enough so that all adult Hong Kong citizens who have resided in Hong Kong for 10 years will, in principle, be able to stand for election and be nominated.

(II) Representativeness and Popular Support. To ensure the credibility of the Chief Executive, only those candidates with reasonably broad-based support will be nominated as a candidate for the Chief Executive and therefore run for the post. 

(III) Improvement of Executive-legislative relationship. A Chief Executive without any support in the legislature will increase the risk of executive-legislative gridlock and governance problems. The nomination and election procedure should therefore be designed in such a way that will enhance the executive-legislative relationship. The CE should be allowed to be affiliated with a political party to secure stronger political support in the Legislature. However, it is equally important to discourage multi-partyism, which is detrimental to political stability (see Appendix 3.8). Therefore, the number of nominated candidates for the post of CE should be capped at three, which will encourage party mergers to maximize the chance of winning the post of CE.

(IV) Step-by-Step approach to universal suffrage and maximization of electoral legitimacy in 2012. 

Taking into consideration the business communities’ concerns over populism and the Central Government’s preference for gradual transition, the Election Committee will maintain the dual functions of nomination and election of the CE in 2007. However, the Election Committee will have a broadened voters’ base and be renamed the Nomination Committee (NC).  To further maximize electoral legitimacy, however, the NC should preferably only nominate but not elect CE candidates in 2012.  Both the nomination and election should also be based on closed-ballots, to minimize political interference and raise the credibility of the entire process.  Moreover, universal suffrage should be implemented as soon as possible to enhance the governance of HK.

Table 4.1 gives a summary of the Team’s proposals regarding the nomination and election of the CE in 2007 and 2012. The remaining part of this chapter will elaborate on our proposals, and their rationale.
Table 4.1: The Team’s Proposal Regarding Nomination & Election of the CE in 2007 & 2012

	Year
	Size and Composition of Nomination Committee 
	Voters’ base for Nomination Committee
	Nominations for CE
	Electoral System for the CE

	2007


	Increase total members from 800 to 1600. 

Increase 1st – 3rd sectors from 200 to 400 using same method of choosing electors as before. 

Increase 4th sector by adding 200 district councilors, elected through proportional representation. 
	Maintain status quo on corporate voting, but allow each member one vote (either as a corporate representative or an individual). 


	Each Nomination Committee member can at most nominate one candidate only. 

At least 200 members or 12.5% of the total members in the Nomination Committee are required for nominating one candidate. Also:
(1) The 200 or more nominees for a candidate should contain at least 5%, i.e., 20 members of each of the four sectors mentioned in Annex I of the Basic Law; and
(2) Each candidate is required to secure the support of at least 25% of the total number of legislators.
	Nomination Committee members will elect the CE among successfully nominated candidates based on one-round and firs-past-the-post voting method.

Secret-ballot will be used for elections of both NC & EC.

	2012


	Increase total members from 1600 to 3200. 

Increase 1st – 3rd sectors from 200 to 800 using same method of choosing electors as before. 

Increase 4th sector to 800 by adding all district councilors and more CPPCC delegates
	Corporate voting will be cancelled and voters’ bases will be significantly enlarged:

Members will not be allowed more than one vote to ensure fairness

 
	Each Nomination Committee member can at most nominate one candidate only. 

At least 400 members or 12.5% of the total members in the Nomination Committee are required for nominating one candidate. Also:    

(1) The 400 or more nominees for a candidate should contain at least 5%, i.e., 40 members of each of the four sectors mentioned in Annex I of the Basic Law; and
(2) Each candidate needs to secure the support of at least 25% of legislators (if unicameral), or of the Lower House only (if bicameral). 


	Registered adult voters will elect the CE via universal suffrage among successfully nominated candidates based on one-round and firs-past-the-post voting method.

Concurrent elections for the CE and legislature shall take place in 2012.  Accordingly, each  term of the CE will be shortened to 4 years  

Secret-ballot will be used for elections of both NC & EC.




4.2 Nomination of the Chief Executive 

4.2.1 Composition and voters’ base of the Nomination Committee

The current Election Committee shall become the Nomination Committee (NC). The four sectors in the original Election Committee will be maintained in the new NC. However, the size of the NC should be increased from 800 to 1600 in the year 2007 and further to 3200 in 2012. This means that each of the four sectors will contain 400 members in the year 2007, and 800 members in 2012.

Reforms will be introduced to broaden the voters’ base of the NC. The first to third sectors of the NC will maintain the same method of choosing electors, as is currently practiced in the EC. However, the current corporate voting arrangement adopted by these sectors severely limits the voters’ base, and therefore should be phased out step by step. For 2007, the status quo on corporate voting can be maintained, but each registered voter will only be allowed one vote (either as a corporate representative or as an individual). In 2012, corporate voting should be abolished and electorate should be significantly expanded. The fourth sector, on the other hand, should be enlarged in 2007 by adding 200 additional District Councilors, elected through proportional representation. This sector should be further expanded to 800 in 2012 by including all District Councilors and additional CPPCC delegates.

4.2.2 Nomination method for CE candidates
Each Nomination Committee member can nominate at most one candidate for the post of CE.  To secure candidature, one has to satisfy simultaneously three criteria:

(I) Nominations of at least 12.5% (i.e. 200 in 2007 and 400 in 2012) of the total members in the Nomination Committee, 

(II) Nominations of at least 5% (i.e. 20 in 2007 and 40 in 2012) from each of the four sectors in the Nomination Committee, AND

(III) Nominations from at least 25% of all Lower House legislators.
These requirements will ensure that candidates for the CE enjoy board representation and have strong incentives to seek political parties/coalitional parties support, thereby improving executive-legislature relationships. Moreover, it will also limit the potential number of candidates for the post of CE, thus reducing the likelihood of multi-partyism.

4.3 The Election for the Chief Executive 

4.3.1 Who should vote?

In accordance with the step-by-step approach towards universal suffrage, and to respect the NPCSC decision, the Nomination Committee will both nominate and elect the CE in 2007. The First-Past-the-Post formula will be adopted, and the candidate with the largest number of votes from the NC members will be the CE. 
For 2012 and the subsequent elections, however, the NC should only nominate but not elect the CE, who will instead be elected by universal suffrage. The electoral arrangement for the election of CE is described below.
4.3.2 Electoral Arrangement

In order to minimize the risk to political stability, this study recommends adoption of the first-past-the-post formula for the election of the CE, and also proposes that from 2012 onwards, the CE election should take place concurrently with the election of the Lower House of the legislature.. 

First-Past-the-Post formula instead of Two-Round system

The first-past-the-post formula allows the candidate with the largest number of votes to win the election for chief executive.  The system is simple, cheap and efficient, though in a strongly contested multi-candidate election, the chief executive who is elected may not command clear majority support. To avoid this outcome, a two-round system has been proposed, whereby if no one candidate wins a majority on the first round, a second run-off ballot will take place between the top two (or more) candidates.  

Despite the apparent advantages of a two-round system, the Team insists on a single round, first-past-the-post system for several reasons. In first-past-the-post systems, political forces tend to form a broad coalition behind the “front-runner” and the opposition also tends to coalesce behind one “principal challenger”.  The electoral system thus contributes to a two-party system. The two-round system discourages the coalescence of opposition forces, with different political forces supporting their own candidates, who aim at either finishing as one of the top two in the first round, or gain an electoral following that can be delivered in the run-off election to one of the top two finishers in exchange for future political gains.
  The two-round system also puts great pressure on electoral administration by having to run a second election a short while after the first round, and creates an additional burden on voters.

Concurrent Chief Executive and Legislative Elections

If and when the Chief Executive and Legislative Council elections are held simultaneously, the first-past-the-post formula would better guarantee that the CE is elected on the same day as members of the legislature (if unicameral), or as Lower House’s legislators (if bicameral) - whereas the two-round system postpones the eventual selection process for the executive, attenuating the degree of concurrence between the two elections.  

Concurrent elections of the president and the legislature in presidential systems (which is similar to the executive-led Hong Kong system, with the CE playing a role similar to that of the president), have proven to have a restraining impact on the number of parties in the legislature and therefore lower the risk of multi-partyism.  Concurrent elections can also magnify a potential “coat-tails” effect, giving the president’s party better electoral results than if elections are held non-concurrently.  If the two elections take place at the same time, each term for both the Chief Executive and legislators in the Lower Chamber should be for four years.  
While some degree of arbitrariness has been exercised in choosing a 4 instead of 5 year fixed term of office, it should be noted that a relative majority of presidents in North and Latin America have a renewable fixed term of 4 instead of 5 years (Appendix 3.7).  An advantage of a 4 year term, as opposed to 5 years, is to decrease possible rigidity and duration of unpopular presidential policies.  In case a president’s policies are popular, it is likely that his or her own party will continue such policies under a new president when the term is fixed at 4 years. 
4.4 Balancing Executive and Legislature Powers 

The Chief Executive of the HKSAR wields extraordinary presidential-style powers. Accordingly to a well-established framework by Shugart and Carey (1992), the authority of presidents can be categorized as legislative and non-legislative, on a scale of 1 to 4 , from weak to strong powers (Tables 4.1 and 4.2 below). 

Table 4.1: Dimensions of Legislative Powers of Popularly Elected Presidents

	
	Package Veto/Override
	
	Partial Veto Override

	4

3

2

1

0


	Veto with no Override

Veto with Override requiring majority

greater than 2/3 quorum

Veto with Override requiring 2/3

Veto with Override requiring absolute

majority of assembly or extraordinary

majority less than 2/3

No Veto; or Veto requires simple majority override
	4

3

2

1

0
	No Override

Override by extraordinary majority

Override by absolute majority of whole

membership

Override by simple majority of quorum

No partial Veto

	
	Decree
	
	Exclusive Introduction of Legislation

	4

2

1

0
	Reserved Powers, no rescission

President has temporary decree authority with few restrictions

Authority to enact decrees limited

No Decree powers or only as delegated

by the Assembly
	4

2

1

0
	No amendment by the Assembly

Restricted Amendment by the Assembly

Unrestricted Amendment by the

Assembly

No exclusive powers

	
	Budgetary Powers
	
	Proposal of Referenda

	4

3

2

1

0
	President prepares Budget; no

amendments permitted

Assembly may reduce but not increase

amount of Budgetary items

President sets upper limit on total

spending within which Assembly can

amend

Assembly may increase expenditures

only if it designates new revenues

Unrestricted authority of Assembly to

prepare or amend Budget.
	4

2

0
	Unrestricted

Restricted

No Presidential authority to propose referenda


Table 4.2: Non-Legislative Powers of the Presidents in the World

	
	Cabinet Formation
	
	Cabinet Dismissal

	4

3

1

0
	President names cabinet without need for confirmation or investiture

President names cabinet ministers subject

to confirmation or investiture by the

Assembly

President names premier, subject to

investiture, who then names other ministers

President cannot name ministers except

upon recommendation of the Assembly
	4

2

1

0
	President dismisses cabinet ministers at will.

Restricted powers of dismissal

President may dismiss only upon

acceptance by Assembly of alternative

minister or cabinet

Cabinet may be removed and censored by the assembly

	
	Censure
	
	Dissolution of Assembly

	4

2

1

0
	Assembly may not censure and remove

cabinet or ministers

Assembly may censure but Presidents

may respond by dissolving Assembly

Constructive vote of no confidence

(assembly majority must present

alternative cabinet)

Unrestricted Censure
	4

3

2

1

0
	Unrestricted

Restricted by frequency or point between terms

Requires new Presidential Election

Restricted: only as response to censures

No Provision


Original Source: Shugart and Carey (1992). 

According to Shugart and Carey’s scheme, the Hong Kong CE’s score is 8 for legislative power, and 15 points for non-legislative powers, out of a maximum score of 24 and 16 points respectively, making this position one of the most powerful in the world.
  When compared globally with presidential democracies, the Hong Kong CE’s non-legislative power is only weaker than the presidential authority in Paraguay, and the CE’s legislative power is only weaker than that of the Brazilian president (as measured in 1988) globally.
 

International examples show that presidential systems with weak legislatures, or with presidents possessing strong legislative and non-legislative powers, tend to be politically unstable. Among 12 presidential systems where the presidents possess both strong presidential and legislative powers, six eventually broke down.  Four of the five longest-lived presidential regimes have weak legislative powers held by their presidents, i.e., Costa Rica, United States, Dominican Republic and Venezuela.
  These findings are well supported by our survey of 78 nations between 1950 and 2000, which concluded that political systems with less powerful legislatures are more likely to be politically unstable than those with strong legislatures. (Appendix 3.8).
With the introduction of universal suffrage, allowing the CE to have strong legislative powers will likely increase tensions between the CE and the legislature, as well as heighten the risk of political instability. The following measures can balance the powers of the CE and a fully-elected, mandated legislature:

1.  Private members’ bill. Prior to Hong Kong’s handover, this used to be a mechanism for legislators to press the government and fulfil their electoral commitments.  Since the handover, Article 74 of the Basic Law almost rules out the use of this mechanism. Among the five private members’ bills passed between 1998 and 2004, none related to public interests, but instead all dealt with private corporations or individuals.
  
The introduction of universal suffrage for all Lower House members should coincide with the amendment of Article 74, to allow the legislature a more active role in monitoring the executive and policy making. 

2. Members of the legislature should be able to initiate both financial and non-financial bills.  To pass non-financial and financial bills initiated by legislators, 51% and 66.7%, respectively, of votes of the total number of elected legislators of the Lower House (for bicameral legislature) are required.

3. To lessen the possibility of deadlock between the legislative and executive, the CE can veto the bills approved by the legislature, in accordance with the provisions of the Basic Law.  This veto power should be subject to review in future.
 

4. The use of a mixed electoral system, concurrent elections for CE and legislature, and the adoption of single-round plurality election for CE are proposed. This is superior to the two-round system, and using a proportional representative, closed list electoral system for some of the seats in legislature will strengthen party discipline, and diminish the likelihood of the CE’s party as a minority government in the legislature.  The chance of deadlock between the executive and legislature is thus reduced.

The constitutional reforms of the Legislative Council and the CE’s authority – commonly described as the “hardware” of a political system – are part of the endeavour to improve HK’s governance. Equally important, however, is to strengthen the “software”, which includes political parties and think tanks. The following chapter will propose measures that should be introduced to enhance the capacity of these key players in the governance of the SAR.

5. Political Parties and Think Tanks

Summary of Recommendations and their Rationale

Powers
25. Closer executive and legislative partnership and power sharing to allow for parties’ greater involvement in the governance of Hong Kong.
Rationale: International experience demonstrates that political parties are essential to effective democracies.  Hong Kong’s parties will become more mature only when they are given chances to govern.
Funding

26. Increase public funding available for Hong Kong’s political parties by:

a) Shifting public funding currently available for LegCo election expense reimbursement from individual candidates to the political parties who sponsor those candidates.  Only those parties who have registered and whose candidates have received 7% of the votes cast would be eligible to obtain this funding.

b) Expanding the public funding currently available for LegCo elections to District Council elections.  Monies would be paid directly to political parties rather than candidates.  Only those parties who have registered and whose candidates have received 7% of the votes cast would be eligible to obtain this funding.

c) Introducing a public grant scheme, similar to the one in the UK, for policy research by political parties.  Only those parties that are registered and received 7% of the votes would be eligible.

d) Introducing indirect funding for political parties, such as tax incentives to encourage small donations and free-air time to promote dissemination of electoral messages.  Only those parties who registered and received 7% of the votes would be eligible.

Rationale: All mature democracies provide funding support to their political parties. Measures to strengthen parties will boost policy deliberation, accountability, leadership cultivation and hence performance legitimacy.
Registration

27. Require political parties who want access to public funding to register with relevant authorities. (Those parties that do not want public funds or that do not want their party’s name on the ballot would not have to register.)  Between 250 – 400 elector signatures could be required for a party to register, as well as willingness to adhere to disclosure rules and submission of a written constitution.

Rationale: To insure Hong Kong’s political parties are characterized by high levels of financial transparency, integrity, and democratic decision making.  

Small Number of Well-Disciplined Parties
28. Institutionalize reforms to the electoral system to limit the number of effective political parties in Hong Kong and to enhance “party discipline” among elected officials.

Rationale: Hong Kong would be best served by having a limited, but well disciplined, number of political parties.

Public Policy research capacity

29. Enterprises and commercial interests can contribute to improving the quality of public policy debates by supporting the development of independent think tanks.
Rationale: This would not only boost the quality of policy research capacity but also convince the public that business is a caring and responsible partner in society, thus providing further safeguards for business’ legitimate interests in a democratic system.

5.1 Introduction

The strengthening of political parties
 and the development of a more favourable environment for serious public policy research form an integral part of this study’s recommendations for a comprehensive improvement of governance in the HKSAR’s transition to full democracy with universal suffrage.   

Interest groups are no substitute for political parties.  The role of political parties, as the cornerstone of democratic societies, as Doherty put it, “is to aggregate and represent social interests, providing a structure for political participation.  They act as a training ground for political leaders who will eventually assume a role in governing society…  When out of power, they provide a constructive and critical opposition by presenting themselves as the alternative government voters may wish to choose – thus pressuring incumbents to be more responsive to the public’s interests.”
 

In fact, when communities, like Hong Kong, strengthen “civic organizations, which represent the demand side of the political equation, without providing commensurate assistance to the political organizations that must aggregate the interests of those very groups, [they] ultimately damage the democratic equilibrium.”
  While parties are not perfect, at present there are no equivalent political actors who can form a bridge between broad public interests and government policy areas.

Governments in Hong Kong and elsewhere have to find a way to compensate for and help parties to improve their poor reputations
 because there are no substitutes for the role that political parties play in effective democratic governance.  In fact attempts to build a democracy without political parties have failed.
   Political parties today remain essential actors in citizen mobilization for the purposes of interest aggregation, candidate selection, and public policy involvement, all of which are vital features in effective democratic governance.

This study recommends that Hong Kong should focus on how to use regulations, public funding, and political roles to incentivize party participation in the areas most crucial for Hong Kong in its preparation for the introduction of universal suffrage.  

Implementing this study’s recommendations will result in a more effective network of political parties, which will eventually play an important role in nurturing political talent in Hong Kong. It will also formulate a public policy research agenda with broad-based public support, and alleviate the sense of political disenfranchisement felt by so many in HK. 

5.2 Closer Partnership between the Executive and the Legislature

The main difference between political parties in Hong Kong and elsewhere is that parties in Hong Kong have been prevented from direct involvement in governing the SAR as the result of existing constitutional and regulatory arrangements. Since political parties have no opportunity to “govern,” given the restrictions on CE party affiliation and the limited role parties are able to play in the legislature, the most they can do is play a “gadfly” role in Hong Kong politics by acting as a government watchdog through their membership in different political bodies.”
    

In contrast to the fear that the growth of political parties in Hong Kong may lead to a weakened Chief Executive, the irony has been that it is the under-development of party politics in Hong Kong that has been partially responsible for government’s recent unsatisfactory performance.  Since 1997, the administration has not been able to garner the political support needed to push through controversial legislative programmes.  

As long as political parties have no opportunity to govern, there can be very little hope for parties to develop into the mature interest aggregators, political talent cultivators, and policy researchers that Hong Kong requires.  Therefore, the prohibition against the Chief Executive having a political party affiliation should be dropped.   Moreover, strengthening Hong Kong’s legislatures will enhance the opportunities for political parties to participate fully in Hong Kong’s governance.  When Hong Kong’s political parties and the elected offices for which they are vying have real power, potential donors, candidates or supporters will begin to value Hong Kong’s political parties.
 Without resolving these power imbalances, Hong Kong’s political parties will never be effective contributors to its political system 
5.3 Increase Public Funding to Hong Kong’s Political Parties

In Hong Kong, serious under-funding of political parties is seen as a major cause of their low levels of effectiveness.
  This study has three recommendations for party finances: (1) direct public funding to reimburse party election expenses, (2) indirect public funding to encourage more grassroots outreach and funding, and (3) earmarked public grants for policy research. 

5.3.1 Reimburse Parties Instead of Candidates 

The government should change its election expenses reimbursement scheme to consider providing direct public funding to political parties rather than directly to candidates. Existing non-affiliated candidates would continue to be eligible for direct funds.  The government should also consider increasing its direct funding scheme to cover District Council elections as well as Legislative Council elections, as a way to strengthen political parties’ grassroots outreach.    

Currently, public funding is available for Legislative Council electoral candidates who obtain 5% of votes cast, at a rate of HK$10 per vote, up to a maximum of 50% of election expenses.  This study recommends that the eligibility threshold be increased, so that a registered party’s candidate would be eligible for election expense reimbursement (up to 50%) when he or she has obtained 7% of the votes cast.  This will help to ensure that a smaller number of parties are vying for this funding, the advantages of which will be discussed shortly.

Recognizing the crucial role political parties play and the difficulties of fundraising, all Western democracies provide either direct or indirect public funding to political parties.
  A party election reimbursement scheme would not only help defray the election costs of Hong Kong’s political parties, but has the advantage of utilizing an existing funding framework.  Further, under this scheme candidates would be more dependent on political parties for election expense reimbursement, which would help to reinforce party discipline, a topic this chapter will explore shortly. 

5.3.2 Advertising and Spending Limits and In-Kind Public Funding such as Free “Air-Time” and Tax Credits

Hong Kong’s strict campaign spending limits have encouraged a low-budget, hand-shaking, campaign style where political party candidates rely upon networks of volunteers and local civil society actors, with the net result being stronger linkages between candidates, parties and the general public.  These factors, combined with low levels of corruption, a free press, strong respect for the rule of law and civil liberties, and an effective ICAC mean that Hong Kong is well positioned to guard against the excesses of political finance that other systems have experienced.   Therefore, continuing to maintain careful limits on spending and media advertising is advisable.  

Yet, indirect funding such as tax benefits, matching funds, or in-kind support to promote more effective political party participation should also be considered.  Such public support schemes could be introduced gradually and be monitored by the EAC to ensure their effectiveness.  For example: 

· As most parties are registered under the Companies Ordinance, they pay taxes on donations and donors’ contributions are not tax deductible.
 Making registered political parties tax exempt, or providing tax credits for smaller donations may provide political parties with an important boost.    For example “‘big money in little sums’ for Canadian [political] parties has become a political reality thanks to an innovative combination of public regulation (tax credits) and organizational effort (direct mail).”
  

· In-kind donations, such as free air-time on RTHK channels during CE or Legislative Council elections, should be considered.  Providing free air-time to parties through public broadcasts during election periods is provided by all the established democracies, except for the US.
  

· Relaxing restrictions on grassroots fund raising or providing public matching funds to those parties who have collected a large amount of money in small donations could positively encourage more grassroots funding, and prevent parties from becoming overly dependent on government or major donor funding.

5.3.3 Earmarking Public Funding for Policy Research

Because improved policy research remains such an important objective in strengthening Hong Kong’s overall governance, this study recommends that the government establish a separate fund, along the lines of the UK’s Policy Development Grants, to encourage political parties to devote part of their energies towards interest aggregation and public policy research.  As part of its 2000 electoral reform, the UK established a scheme to make “payments of policy development grants to registered political parties.” 

· The scheme sets aside up to ₤2 million each year to registered political parties to assist with the costs of developing public policies (administrative and election expenses are excluded).

· To be eligible for inclusion in the scheme, a registered political party must have at least 2 MPs sitting in the House of Commons on 7 March prior to the year in question

· Categories of eligible expenses include those related to policy development, but could also include data collection, research, consultancies, staff costs, IT expenses, rent, meeting and travel costs, etc.

A comparable public policy funding scheme to suit Hong Kong’s situation has the potential to provide an immediate remedy to the dearth of high quality policy research in Hong Kong, while at the same time strengthening the parties’ ability to deliver such research.  

5.4 Political Party Registration Necessary to Receive Public Funds

In the HKSAR government’s view, imposing further restrictions and “statutory control on the operations of political parties at this stage may hinder rather than encourage political party development”.
 More specifically, it argues that HK’s lack of formal registration procedures and stringent political party laws provide the following benefits:

· Individual parties have maximum flexibility to organize and develop in a manner that they deem appropriate. 

· The current system allows for anonymous donations, which many argue is the preferred method of contributions in Chinese political culture.

· By not forcing parties to register with the government, political parties have more protection from potential regulatory interference.   

These benefits have to be balanced against the disadvantages of the current approach.  For example, the current preference for political parties to register under the Companies Ordinance means they are not approved charitable organizations to which tax-deductible donations can be made.
  As there is no formal electoral regulatory process for political parties to undergo, the current system means “reduced political funding transparency.”
   While these disadvantages may have been acceptable in the past, given the negligible role that political parties have played in Hong Kong’s governance, appropriate registration and regulatory mechanisms are necessary to accompany the increased role of political parties in Hong Kong’s governance. 

A non-mandatory political party registration process could be a prerequisite to accessing the above public funding support (as well as being listed on the election ballot). 
  Not only would a registration system publicly affirm the importance of political parties to effective democratic government, but it would also provide greater donor transparency and hence improve party legitimacy in the eyes of voters.  It could also facilitate internal party organizational reform.  In general, the HKSAR government should consider including the following mechanisms in the registration process, so as to promote accountability and transparency:

1. Full membership involvement in the election of party leaders and officials, and in the selection of party candidates for election (and /or public involvement in the selection process through polling or open primaries)

2. Term limits for party officials

3. Codes of conduct, conflict of interest agreements, ethical standards and public declarations of assets and liabilities for party officials and candidates

4. Disciplinary procedures, internal anti-corruption bodies and evaluation criteria and monitoring strategies for internal party management

5. Financial disclosure procedures for all party accounts, full public disclosure of the names of donors, external auditing system and fundraising guidelines and regulations.

By limiting eligibility to those parties that have an organizational constitution, at least 250 - 400 members, and which have fulfilled some or all of the above criteria, the HKSARG could ensure that funding support is only provided to the more mature parties.

One of the main advantages of a party registration scheme that is based on parties meeting organizational criteria outlined above is that it may facilitate strengthening of the internal management of Hong Kong’s political parties  International comparative data tells us that when party “officials and candidates are determined by the entire membership of the party through a clean, secret and fair voting process, patronage and cronyism can no longer be viable determinants of the party’s leadership and representation”.
   Not only will Hong Kong need to examine reforming the formal powers of political parties in the political process, but it will also need to be attentive to internal party governance in order to help elevate the caliber of its political leadership pool and guard against corruption.  Thus, registration (and the organizational measures required prior to registration), provides an important means of quality control over political parties in Hong Kong that, if international experience is telling, would help to ensure that Hong Kong’s political party system will be an effective one. 

While the Hong Kong government is right to be worried about the pitfalls of over-regulating an immature political party system, Hong Kong would clearly benefit from more effort to ensure that Hong Kong’s political parties are also internally democratic. International comparative studies have found that effective political parties have “relative cohesive structures, stable roots in civic society, and an independent resource base.”
   Thus the development of political parties in HK needs to focus on ways to strengthen the above features.  

5.5 Effective Numbers of Parties and Party Discipline

After examining the different models of political party systems in democratic societies around the world, this study recommends that Hong Kong should seek to lessen the threat posed by either a single-party dominant political party system or fragmented multi-party systems. Both of these systems have proven to be ineffective.
  Hong Kong would be best served by 2-3 major political parties, rather than a plethora of smaller parties.  Unfortunately, the current legislative-list proportional representation (PR) electoral system with small districts disadvantages larger parties because it encourages them to split lists, which leads to “personalized campaigns by individual party candidates” rather than party-centered efforts.
 For this reason, we recommend that Hong Kong should introduce the mixed-member system.  
Also, party discipline matters for Hong Kong’s good governance.  The scenario of a future CE and his/her party composed of undisciplined party members incapable of offering reliable legislative support to the government risks a failure to obtain majority support in parliament, constant defeats of government bills, and subsequent poor governance.
  Strengthening of party discipline is thus pivotal to improving governance and political stability for presidential democracies in general and for Hong Kong in particular.
Party discipline is defined as the degree to which members of parties vote as a bloc according to decisions of parties, rather than independently of one another in legislatures.  Three institutional features determine the strength of party discipline: 

1. Parties’ control of candidate selection; 

2. Control of the order in which members are selected from a party list, and 

3. Pooling of votes among a party’s candidates.  

As seen in various countries around the world, a closed-list system gives parties greater power to enforce party discipline.

Although a proportional representation (PR)-closed list method can maximize party discipline, a mixed-member electoral system can reduce the threats of multi-partyism and minority government.  The study has thus recommended that the majority of legislators in Hong Kong (up to 66.7%) be produced via the PR-closed list method with the whole of Hong Kong as a single constituency in order to encourage territory-wide policy debates.

5.6 HK’s Political Party Landscape
International developments have demonstrated that parties and their platforms evolve, along with the changing political, social and economic needs of the communities they serve.  In the US, for example, the Republican party - the current standard bearer for a conservative, non-interventionist, laissez-faire style of political governance - started out as the party which supported a highly interventionist policy of centrally-planned social and political reform in the aftermath of the US Civil War.
   Political systems with constitutional and legal structures that are balanced contribute to a stable environment, which in turn shapes the political agenda that reflects the changing economic and social developments. 

As Hong Kong is increasingly integrated into the Mainland’s social and economic infrastructure, Hong Kong’s political party platforms will likely reflect a new set of concerns that may well revolve around basic values (i.e., public health or medical ethics concerns for example) and economic governance (i.e. market versus government intervention, and tax burden versus the provision of quality social services), instead of its political relations with the CPG.  Then, as today, effective governance will depend on mature political parties with mature political platforms.  Political leaders today must be careful not to allow their short term political interests to blind them to the longer term advantages for Hong Kong in building a stronger political and regulatory framework for its political parties.  
5.7 The Business Community and Think Tanks in HK

It is noteworthy that business groups in many western democracies play a much more influential role in the think tank activities than their counterparts do in Hong Kong. In many western societies, business circles have been a key driving force behind many pro-market advocacy think tanks since the 1960s, precipitating the “right-turn” of government policies in the 1980s.
 In Hong Kong the notion of laissez-faire has always been so well entrenched that there is little need for business circles to substantiate their pro-market position with well-researched policy analysis. (See Appendix 5.1 for a brief comparison of think tanks in Hong Kong and in selected foreign cases).
With a more open and democratic government, the business community will sooner or later face greater competition from other interest groups and societal actors in the policy process, and the previous “neoliberal hegemony” or laissez-faire ideology may no longer be taken for granted. Persuading the public through reasoned arguments and solid policy research will then become a more crucial task for business.
The HKGCC has already made laudable efforts (e.g. the PENTA forum) to promote informed policy debates, especially with its own research department. The next step is to go out and get engaged with, or provide direct financial support to civil society think tanks. The business community may consider supporting think tanks that are sympathetic to a pro-business agenda. Pro-market think tanks are currently underdeveloped in Hong Kong, and western experience has shown that they can contribute enormously to policy agendas.
 As long as they can build up their credibility to produce high-quality and objective research, such think tanks may actually have a comparative edge in advocacy work, since business chambers by their nature are often seen by the public as partisan organizations. 

As a long-term strategy, members of the business community, as responsible citizens, should sponsor not only policy research on topics reflecting their own interests, but also those pertaining to the interest of society as a whole. By contributing to healthier and more vibrant policy dialogues, the business community will be able to convey the message to the general public that it is not merely a self-interested group, but instead a caring and responsible partner in the betterment of Hong Kong.

6. Safeguards

The recommendations in this report involve sweeping and fundamental changes to Hong Kong’s system of government. This concluding chapter highlights the safeguards built into our recommendations that protect against potential adverse effects that might accompany the proposed reforms, namely (1) welfarism, (2) a weakened CE, and (3) hostile relationship with the Central People’s Government (CPG). We believe that such developments are all unlikely if the study’s reform agenda with its institutional safeguards are instituted.
6.1 Welfarism in Hong Kong
Social democratic governments, with the presence of strong labor unions and an egalitarian culture often engender welfarism.
  Is this likely if Hong Kong becomes fully democratic?
6.1.1 International and Local Experience

International experience does not support the claim that a greater degree of democracy will bring about increases in social security budgets.  One longitudinal research on 14 Latin American democracies from 1973 to 1997, for example, suggests that a higher degree of democracy has not brought about any escalation in social security spending, nor the overall level of social spending.
  Similarly, research on democracy and social security in Latin America and Southern Europe shows that democracy has little impact on the size of social security budgets, and on how these budgets are allocated.  They also find that democracies spend a lower proportion of GDP on social security and cap their payroll tax more often than do non-democracies.
  In fact, in some non-democracies, leaders of those countries have increased social welfare spending in order to justify and consolidate their rule.

Hong Kong’s record corroborates such findings. Time series data on democratization and welfare spending in Hong Kong between 1975 and 2002, indicated that democracy, (whether defined in terms of the proportion of regionally-elected seats, directly elected seats, or total elected seats), has no significant positive effect on both narrowly-defined welfare spending (social welfare) and broadly-defined welfare spending (social welfare, education and health care).
  
These findings are not necessarily surprising in light of Hong Kong’s public attitudes towards welfare and inequality. The research team’s survey, conducted in early July, 2005, for example, shows that Hong Kong people prefer to have a competitive society where wealth is distributed according to one’s achievement, despite a wider gap between the rich and poor, and that they prefer a society where taxes are low and individuals take responsibility for themselves, rather than relying on social welfare. (Please refer to Appendix 6.1.)  In January 2003, at least 150,000 old people were living almost entirely off Old Age Allowance payments of $705 a month, rather than claiming their entitled Comprehensive Social Security Assistance in order to avoid negative labeling as welfare cases.
 

6.1.2 Political Parties and Legislative Processes

If the pan-democratic camp gains control of the government once universal suffrage is implemented, would Hong Kong be subject to redistributive economic policies?  On closer scrutiny, the pan-democratic camp is internally divided on redistribution.  Moreover, the pan-democratic camp has never gained 65% or more of votes in Legco among geographical constituencies since the introduction of direct elections for the legislature in 1991.  (See Figure 6.1 below.) This remained the case for the legislative elections in 2004, which were held in the aftermath of Hong Kong’s social and economic crises, as well as the anti-government rallies of 2003 and 2004.  Given the requirement to obtain a two-thirds majority vote to pass financial bills, it is very difficult for the pan-democratic camp to muster other parties’ support for financial bills, not to mention the internal division of the pan-democratic camp itself on the issue of wealth redistribution.
 
Figure 6.1 Share of different camps in LegCo elections, 1991-2004
[image: image6.emf]Source: Ma Ngok (2004) LegCo Election Results, a unpublished powerpoint presentation
As for the two other major parties, the Liberal Party and DAB, while the former is obviously against many major redistributive policies, the latter has, more often than not, sided with the HKSAR government by voting against major redistributive motions. Again, the recommendation that two-thirds legislative support is necessary to pass financial bills would make it very difficult for the legislature to pass excessive welfarist legislation.  Further, our recommendation for a bicameral system would mean that the Upper House, which includes functional constituencies and hence business representatives, would have the power to delay and monitor financial bills initiated by the Lower House – this would include any populist redistributive legislation. Moreover, even if such bills were passed in the legislature, the Chief Executive would have veto rights.     
6.1.3 Unionization

HK has been noted for weak labor participation in unions and a very divided labor sector.  HK’s union participation or density rate stood at about 16% during most of the 1980s, rose in the late 1980s due to the considerable expansion of unions in the civil service sector, and has since leveled off in the 1990s at about 21%.

Moreover, HK’s two largest labor federations, the pro-democratic Confederation of Trade Unions (CTU) and the patriotic Federation of Trade Unions (FTU), have been polarized over the issue of democracy and relations with the central government.
  This polarization of HK’s unions into two political camps has significantly weakened labor’s ability to mobilize workers to push forward pro-labor legislation in HK.  A longitudinal documentary analysis of all motions discussed in the legislature between 1998 and 2004 showed that the FTU, together with its ally, the Democratic Alliance for the Betterment of HK (DAB), only endorsed as few as 0%, 33%, 39%, 60%, 0%, 0% of motions proposed by the CTU for 1998-1999, 1999-2000, 2000-2001, 2001-2002, 2002-2003, and 2003-2004 respectively (Table 6.1). 
Table 6.1: Political Groups’ Votes towards Motions Initiated by the CTU in the HK Legislature (1998-2004)

	Year
	Total
	Rate of Success
	Supported by DAB & FTU
	Supported by FTU

	98-99
	4
	0% (0)
	0% (0)
	25% (1)

	99-00
	9
	0% (0)
	33% (3)
	66% (6)

	00-01
	18
	33% (6)
	39% (7)
	44% (8)

	01-02
	5
	0% (0)
	60% (3)
	80% (4)

	02-03
	2
	0% (0)
	0% (0)
	50% (1)

	03-04
	2
	0% (0)
	0% (0)
	0% (0)


Source: Hansard, Legislative Council, 1998-2004, and annual reports by LegCo Catholic Monitors, http://www.geocities.com/legco_catholic_monitors/.

Another survey conducted in March 2002 showed that unionized workers were neither more liable to community mobilization, nor to involvement in political parties than non-unionized ones.
  In terms of party membership, 99.4% of the respondents identified themselves as non-members of any political party, showing the lack of association between union membership and party membership in Hong Kong.
  The data underscores the immense difficulty of mobilizing unionized workers, not to mention non-unionized ones, for political participation.  In short, the fragmentation of local labor unions, the divergent voting records on issues of labor interests and the low involvement of local workers in labor unions suggest that unions will remain weak players in Hong Kong politics. That has been especially the case in face of a predominantly pro-market ethos in Hong Kong’s work force.

6.1.4 Income Tax Revenue

According to the data of 2001-2002, 190,000 citizens in HK received an annual salary greater than half a million dollars, accounting for over 75% of the tax revenue collected in Hong Kong.
 Could politicians launch a populist campaign promising to expand welfare handouts to the majority in order to gain votes, since only a small percentage of Hong Kong’s voters are actually footing the bill for welfare policies?
Upon closer scrutiny of these tax figures, in the financial year of 2001-2002, about 1.2 million citizens needed to pay income tax.  Taken together with their family members, they may already comprise over 2 million citizens, i.e., roughly equal to the one-third of the total number of registered voters for legislature elections.  Thus, if welfare programs are expanded massively in HK, taxation may rise to impact most, if not all, income groups, including middle-class and low-income households. Parties or politicians would be acting against their own interests if they push for pro-welfare policies involving major spending.  Considering the aforementioned factors together, the risk of excessive welfarism when democracy is implemented has been overstated.

6.2 The Chief Executive’s Power


One of this study’s core recommendations is that the Executive would need to work in close partnership with the legislature to ensure long-term political stability.  By international standards, Hong Kong has a very strong chief executive vis-à-vis the legislature (as discussed in the chapter on Legislative Council reforms). The CE’s comparative “strength”, however, has not meant government effectiveness. The five governance challenges identified by this study have resulted in a fairly weak CE.  At the same time, a weak legislature has placed Hong Kong in a hybrid democratic category that, if international experience is a guide, would be unsustainable over the long run. While the recommendation for closer executive-legislative partnership means that the CE would have to share powers with the legislature, a balance between legislative and executive branches of government should support a much more effective executive-led system than the current model.    
6.2.1 Problems of Strong Presidential Systems

The study has also established (in the chapter on the nomination and election of the CE) that presidential systems with weak legislatures, or with presidents possessing both strong legislative and non-legislative powers (similar to the Hong Kong system), tend to be politically unstable or suffer from democratic breakdowns. 

In view of international experience, this study warns that after universal suffrage is introduced, the tensions between the executive and legislature will increase if the two do not develop a closer partnership with more power-sharing. Such a partnership will reduce the risk of long-term political instability.  
6.2.2 Party Discipline and Better Governance

The study also recommends that the CE should have institutional incentives or safeguards to work effectively with the legislature.  Here, international experience reveals that the strengthening of party discipline is pivotal to improving governance and political stability for executive-led or presidential democracies. Without party discipline, even a CE with the support of a majority party in the legislature could not depend on the support of that majority in order to govern. Allowing CE political party affiliation, increasing public funding for political parties, and ensuring that Hong Kong has a small number of highly disciplined parties (through the series of electoral reforms discussed above) are vital steps to improve the CE’s ability to govern effectively.
6.3 Relations with the Central People’s Government

One of the greatest achievements of Hong Kong’s post-1997 government has been the strong and positive relationship cultivated between the HKSAR government and the Central People’s government under the “One Country; Two Systems” framework.  This underpins the CPG’s continued confidence in Hong Kong’s political stability and economic development.  The study recognizes that the Central Government’s continued confidence in Hong Kong is vital and submits that an effective working relationship between the central and local authorities must be maintained with the introduction of universal suffrage.
6.3.1 HK’s National Identity and Economic Integration with the Mainland 

Public survey data on Hong Kong’s political culture and Hong Kong’s national identity indicate that good relations between Hong Kong and Mainland authorities will continue, regardless of the political institutions that mediate this relationship.  Hong Kong people are deeply proud of their country and are increasingly patriotic.  In a recent (2004) Hong Kong-wide survey, for example, as many as 73% respondents agreed or agreed strongly that "I am proud of being Chinese", and 68% of the respondents said they were proud or very proud of the economic achievements of China.
  Moreover, according to surveys, national leaders have for the most part consistently outranked Hong Kong’s own leaders in popularity, in the eyes of the Hong Kong public.
Hong Kong’s economic and social integration with the Mainland also bode well for popular pressure to make a positive working relationship with Mainland authorities an important political priority. The Mainland is now Hong Kong's biggest source of imports and visitors, accounting for 43.5% and 56.1% of the total in 2004 respectively.
 Meanwhile, more than 240,000 Hong Kong residents are engaged in employment in the Mainland.
 Given the integration with Mainland, most HK voters are unlikely to support radical politicians or parties that refuse to work with the Central Government.

6.3.2 Institutional Mechanisms
In addition to the fact that the CPG would continue to have power of approval over the appointment of CE and principal officials, this report includes a number of institutional mechanisms designed to ensure that the views of the Central Government would be reflected.  These include:
· A Nomination Committee, with NPC and CPPCC members and representatives from different sectors, to guard against radical candidates without broad-based support and unacceptable to the Central Government;
· NPC and CPPCC members are represented in the Upper House; and
· Amendments to the Basic Law require the agreement of two-thirds of members
from both chambers, in addition to the endorsement of China’s NPC.
Although the reforms proposed in this report will require amendments to the Basic Law (Appendix 6.2), in fact they should contribute to improving relations between the Central Government and the people of Hong Kong. 
6.4 Conclusion

The introduction of universal suffrage, as stipulated in the Basic Law, will help address the governance challenges that Hong Kong confronts. Democratic political reforms will provide a way to peacefully and constructively channel public frustration should it arise, thus mitigating against governance problems that would undermine the long-term prosperity and stability of Hong Kong.
The 29 recommendations proposed by this report are guided by a comprehensive review of political systems and practices around the world, and the latest scholarship on design of democratic institutions. They form an integrated package and would require fundamental constitutional and political reforms in order to be implemented.  While the people of Hong Kong may have different views on political reform, procrastination increases the threat to Hong Kong’s governance, its stability and prosperity.  It is therefore important to have a roadmap so that the community may work towards developing necessary reforms and building appropriate political institutions. The recommendations of this report can serve as a useful starting point for more vigorous and informed discussions on the way forward.
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ENDNOTES





�  The democratic principles can be defined as a system of government exhibiting three conditions:


(a) Political competition: meaningful and extensive competition among individuals and organized groups (especially political parties) for political leadership roles, conducted regularly and peacefully; 


(b) Political participation: a highly inclusive level of political participation in the selection of leaders and policies  through regular and fair elections, such that no major (adult) social group is excluded; and 


(c) Civil and political liberties: freedom of expression, freedom of press, freedom to form and join organizations--sufficient to ensure the integrity of political competition and participation (Diamond, Linz & Lipset 1988, 89a: xvi).
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		Canada		8.54%		62.62%		28.84%		100%
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				1998		64.43%		4.57%		31.00%

				2000		57.16%		8.42%		34.42%

				2004		60.63%		2.08%		37.30%
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