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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.
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