
I
f Hong Kong doesn’t get the “carrots and sticks” formula right,
it will continue to be hard to replace the old and highly
polluting commercial diesel bus and truck fleet. There is no
doubt about the harm these vehicles cause. Government data
shows they are the principal emitters of roadside pollution,

accounting for 88 per cent of the highly health-damaging
particulates and 76 per cent of nitrogen dioxide, another pollutant. 

Overseas research shows that those living within 500 metres of
busy and congested roads are the worst affected. Negative health
impacts include asthma, allergies, impaired lung functions in
children and cardiovascular problems for the elderly. 

Government data also shows how many old clunkers Hong
Kong has. Of the 117,000 diesel commercial vehicles under licence,
23,000 date back to before the progressively tighter Euro emission
standards were introduced; 15,100 are Euro I, 28,000 Euro II, 31,000
Euro III, 20,000 Euro IV and 150 Euro V. Anything below Euro II are
truly awful polluters and should be off the road. 

Including the Euro II vehicles, this means 66,100 of the total
fleet should be retired. The very worst culprits total 38,100; these
pre-Euro and Euro I vehicles generate a staggering 73 per cent of
all the particulate emissions of the commercial diesel fleet. 

There is no technical argument about what Hong Kong needs
to do; the debate is over how to do it. In 2007, the government
provided a subsidy scheme for truck owners to replace the pre-
Euro and Euro I clunkers, but uptake has been slow. Some say the
subsidy is too low, while others say there was no “stick”. 

The government tried to get legislators to increase the vehicle
licensing fee but none of the parties were willing to back the
measure. Dispirited, environmental officials lost the will to fight.

The government floated a new idea in the 2010 budget. On top
of the existing subsidy scheme, the financial secretary announced
HK$540 million to subsidise the replacement of Euro II vehicles. At
the same time, environmental officials have returned to ask
legislators, yet again, to consider raising licence fees. This is the
right idea, but only if it works. If the first scheme doesn’t work, how

can we expect the second one to work? 
It is thus critical to understand why

the original scheme never took off.
According to people in the trade, the
replacement of pre-Euro and Euro I
diesel vehicles was slow because banks
would not lend during the financial
crisis. Simultaneously, fuel-cost
increases and sagging business made
survival the priority. Even with a
subsidy, the trade was not interested. 

Irrespective of costs, the lack of
“sticks” meant polluters were not
penalised for polluting. Legislators
have failed to support a higher licence

fee – a relatively small stick. Now, officials are asking them to give
this further thought. A bigger stick would be to outlaw pre-Euro
and Euro I trucks altogether. The government doesn’t object to
this in principle, but it is concerned about objections from the
trade and politicians.

At a Legislative Council meeting on Wednesday, the early
replacement of old diesel commercial vehicles was the subject of
deliberations. Naturally, environmental groups expressed the
greatest concern over the 38,100 pre-Euro and Euro I vehicles still
on the road. They supported the government’s proposal to
increase licence fees for the worst polluters and proposed a clear
timetable and a pollution-based – or “worst polluters pay the
most” – fee scale. Trade representatives objected to penalising pre-
Euro and Euro I vehicles without offering any additional incentive
to clean up.

To get results this time round, the government needs to
determine the right subsidy, help truck owners get bank loans,
increase the licence fee and make the retirement of vehicles
mandatory after a reasonable time – 20 years has been suggested
but that may be too long. The Legco meeting may have served one
purpose: focusing everyone’s mind on getting the “carrots and
sticks” formula right and not losing sight of the urgency of
protecting public health. Let’s hope this won’t be a long wait.
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Australia, a country shaped by
migration, is again being challenged
to define itself by a new wave of
migration from its giant Asian
neighbours. How Australia deals
with the new and different influx
from China and India will also affect
its political and strategic relations. 

Reeling from a spate of violence
against Indian students, Australia,
where racism now is a dirty word,
has engaged in soul searching, and
the outcome might be a blessing in
disguise. A deepening of relations
with India that could follow might
help to put more flesh and blood in
the emerging political ties.

Last month, Australians
celebrated a day of “Vindaloo
against Violence” by nationwide
eating of Indian food. The occasion
highlighted 30 years of change in the
Asia-Pacific region and particularly
in a country where “White Australia”
once tripped off the tongue as
readily as “East Germany” or “North
Korea”. Vindaloo against Violence
was planned as an expression of
solidarity with Indian students,
100,000 of whom have come to
Australia since 2004. 

The build-up of Chinese students
was steady and took longer. An
authoritarian government prevents
students from enrolling in trivial
courses, ensuring that students
come in groups, are adequately
financed and are watched. 

Indian students, on the other
hand, arrived like a whirlwind in five
years. They came as a result of
individual initiative, with little
preparation and support. But Indian
students also come from a tradition
of protest. When the assaults on
Indian students last year produced
serious injuries, demonstrations tied

up traffic in downtown Melbourne. 
Yet, in spite of the hurt and

tragedy of the past year, the events
indicate a striking change and
constructive, long-term potential.
The Indian student presence could
also solve the puzzle of Australia-
India relations. For 50 years,
Australian policymakers struggled to
understand why Australia-India
relations were not as rich as it
seemed they ought to be. What was
missing were people. But the influx
of Indian students, most of them
seeking permanent residency,
should change this.

The turmoil of the past year
emphasises how enmeshed
Australia has become with Asia. One
problem, however, for Australia’s
engagement with Asia lies in the fact
that underinvestment in education
has depleted its capacity to
understand its neighbours. Fewer
than 5 per cent of Australian
university students study Asian
countries. Teaching about Asia has
shrunk. This innocence showed up
during the Indian-student distress. 

One view of Australia’s future is
as a calm centre for Asia. The large
presence of students from Asia for
the past 15 years provides substance
for such a picture, especially now
that the missing Indian link has
arrived. And the fact that now about
250,000 young Indians and Chinese
meet each year in Australia offers
potential for ties and understanding
that will drive the region’s
interactive future.
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F
or the first time, China’s
central bank has had to
defend its handling of the
huge sum of US debt it
holds. In a recent National
People’s Congress session,
Yi Gang , director of
the State Administration of
Foreign Exchange (Safe),
seemed rather

uncomfortable when grilled about why
more than 60 per cent of China’s reserves
are in US dollar assets that have
exceedingly low returns. Yi refused to
provide exact figures, asserting simply that
the matter was a “pure market operation”
and “it should not be politicised”. 

Using technicalities to cover up failures
in policy decisions reflects an arrogant
assumption by the People’s Bank elite – Yi
is a vice-governor of the bank – that foreign
exchange management is too complicated
a subject for ordinary citizens to
understand.

But Yi can hardly get off the hook that
way. What audience did he have in mind
for his comments? He was apparently
sending an official reassurance to the US
Treasury that Beijing would never use the
debt issue as a foreign-policy instrument.
Even more importantly, it was aimed at
placating domestic dissatisfaction with the
central bank’s unwise decisions to acquire,
in a very short time span and with no
transparency, a huge pile of dollars to the
detriment of the Chinese economy. 

This is the first time since 1948 – when
the Kuomintang regime collapsed amid a
hyperinflationary monetary policy – that
the population has become concerned
about the government’s management of
foreign exchange matters. The people have
good reason to be worried: after all, foreign
exchange reserves are derived from
Chinese workers’ sweat and blood. It
would not be impossible to lose these
assets, since the American government
keeps printing dollar bills to cover its
astronomical deficits. 

Also widespread is speculation about
whether Beijing’s monetary elite have
benefited from their extraordinary passion
for dollar assets. In a country where
kickbacks and other forms of official
bribery are common practice, few believe
the central banking system is immune
from corruption. The central bank’s claim
that dollar assets remain the best
investment choice is ill-received at home,
since it defends the failed Washington
Consensus and snubs the idea of
“socialism with Chinese characteristics”.
The people seem to receive no tangible
benefit when trade surpluses are used to
finance another country’s bad spending

habits. Chinese central bankers are out of
step with popular sentiment: the monetary
policy group is the most westernised of
intellectual cliques. Their academic
background is uniformly rooted in
textbooks on neoliberal economics, even
among those trained at home.

Collectively, they are proud to be called
the “Fifth Avenue” monetary elite, named
after the first graduate school for monetary
studies created by the People’s Bank in the
early 1980s. It is located in Wudaokou,
literally “the entrance to Fifth Avenue”,
Beijing’s financial district. Its textbooks are
mainly American. Many of its graduates
have been running the foreign exchange
operations, including two of Yi’s
predecessors at Safe. This elite group

claims to hate politics and to be
uninterested in international political
relations, truly believing market
mechanisms can solve all problems. 

During the Mao Zedong period,
the People’s Bank was no more than the
government’s cashier-in-chief. It had little
experience in international finance and
monetary politics. 

China did not take part in the postwar
international monetary system and had no
operating knowledge of the rise and fall of
the Bretton Woods system – the rules for
commercial and financial relations among
the world’s major industrial states after the
second world war. Naturally, the political
economy of the US dollar and its role in
international politics was never part of the
Fifth Avenue curriculum. 

Trained in the United States, Yi’s
neoliberal view is not surprising, but the
call to depoliticise the US debt issue is
misguided if not utterly naive: above all,
because the American side never stops
politicising this issue.

US President Barack Obama’s chief
economic adviser, Larry Summers, has
described the Sino-US debt relationship as
a “financial balance of terror”. The US

Treasury never leaves politics out of policy
considerations. The Chinese central
bankers may have read John Maynard
Keynes’ The General Theory of
Employment, Interest and Money, but they
never understood Keynes the man.
Throughout his professional career, Keynes
fought many battles over monetary
politics, both on the domestic and
international stages. 

If Yi and his colleagues were to read a
major biography of Keynes, they might
regret their public blurt about
“depolitising”. It will not be taken seriously
at the politics-conscious US Treasury and
will further alienate popular sentiments at
home.

Beijing has to be cautious with the debt
issue, for it must maintain a balance
between its ties with Washington and the
defence of its core interests. Yi’s statement
has not helped Beijing’s cause. Instead, it
may come back to haunt the central
bankers if things go wrong with US assets
in the near future. 
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Two policy studies released in De-
cember underline the high quality of
research produced by some civic and
other non-governmental organisa-
tions. Both, by coincidence, are
about water.

The first, by the Harbour Business
Forum, is called the “Integrated Har-
bour Vision and Delivery Plan”, and
proposes a single body to oversee the
whole harbour area. It makes an im-
pressive case for such an organisa-
tion and outlines the various admin-
istrative steps that would be needed
to bring it about.

It is a professional piece of work
with vision. The property, tourism
and other business and professional
groups behind the forum engaged
highly qualified land and planning
consultants for the study. The au-
thors ask how a unified harbour au-
thority could provide both a clear
strategy and the leadership to make
the harbour a vibrant and accessible
asset for local people and visitors. 

However, they are realistic. They
address decision-making and
financing issues. 

Also, they have made a point of
presenting their case from the point
of view of the bureaucrats who would
have to implement such a policy if
the government accepted it.

The other report comes from the
Civic Exchange think tank, with fund-
ing from the Noble Group, the com-
modities trading giant. Called
“Liquid Assets”, it is about the secu-
rity and management of the Pearl
River Delta’s water supplies. It is full
of interesting information. For exam-
ple, did you know that Hong Kong
uses 3.35 billion litres of water per day

–more than double, per person, what
people use in Paris? 

The report examines what Hong
Kong can do to reduce its depen-
dence on mainland water supplies,
given the rising demand across the
border. Suggestions focus on finding
alternative supplies through better
use of our plentiful rainfall, exploring
desalination and reducing waste.

The report anticipates a gap be-
tween current conservation efforts
and the predicted one-third rise in

water usage in Hong Kong over the
next 20 years. I wonder whether de-
mand will really rise as fast as the
forecast suggests. I also think that
much of the problem simply comes
down to pricing.

As the study points out, our water
is so heavily subsidised that 17 per
cent of homes pay nothing for it and
only 21per cent pay bills of more than
HK$75 a month. As a proportion of
household expenditure, families in
many cities in Europe or the United
States pay four or five times what we
do for water. You use it more carefully
when you have to pay that much. 

Both reports are available (with a
lot of other interesting material) on
the organisations’ websites. 

Their approaches are fairly differ-
ent. One has a vision for our harbour

shared by more and more of the com-
munity. It suggests that we really can
have a high-quality waterfront with
public space – like Sydney, to use a
common example – if we get the ad-
ministrative structure right. That is
something we can all understand
and support. 

The other study gives us bad
news. Water – absolutely essential
but also completely taken for granted
– is going to be a problem in the
future. Most of us would rather not
know: we assume it will go on coming
out of the tap almost free of charge
forever. It is the sort of thing policy-
makers and the rest of us must be
tempted to put off.

There may have been a time when
policy research by the city’s non-gov-
ernmental bodies was rare or of poor
quality. If so, it is easy to see why offi-
cials did not take outsiders’ views
very seriously. We still hear com-
plaints that the bureaucracy does not
listen.

Now there is a lot of public feed-
back, much of it conflicting, and it
must be impossible for officials to
keep up. But policymakers would be
unwise to wave aside this sort of high-
quality research produced by today’s
flourishing civic society. I am fairly
sure some of it matches or even beats
in-house studies. 
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Just 20 years ago, anti-abortion and
anti-homosexual-rights views in
America seemed to overlap entirely.
They appeared to be expressions of
the same traditionalist moral
framework, destined to succeed or
fail together as twin pillars of the
culture war.

But, in the years since, the
fortunes of these two social stands
have dramatically diverged. A Gallup
poll last May found that more
Americans, for the first time,
describe themselves as “pro-life”
than “pro-choice”. A CNN/Time poll
last month found that half of
Americans, for the first time, believe
that homosexuality is not a moral
issue. This divergence says
something about successful social
movements in America.

Anti-abortion activists have
made far less legal progress than
have advocates for gay rights. Fifty-
two per cent of Americans believe
that having an abortion is morally
wrong. Fifty-three per cent oppose
public funding for it in health reform
legislation. The provision of
abortion remains stigmatised in the
medical profession. And the US
abortion rate has dropped
significantly since the 1980s.

Part of this continuing unease
results from technological
innovation. Increasingly vivid
sonograms have provided a window
to the womb, revealing the
humanity of a developing human. 

But the anti-abortion movement
also shifted its political strategy,
moving away from judgmental
moral arguments towards a
language of civil rights aspiration.
Pro-life activists and politicians
began talking of an expanding circle
of legal inclusion and protection that

includes the unborn. In this
narrative, abortion is not only wrong
but also unjust.

The advances of the homosexual
rights movement have been
broader. Homosexual marriage
remains a two-sided debate, but
two-thirds of Americans now favour
civil unions for homosexual couples.
The claim of basic rights for
homosexuals – to be left alone, free
from harassment – is conceded even
by most critics of homosexual
marriage. There is no serious
movement for the return of sodomy
laws and social discrimination.

Much of the progress for gay
rights has been parallel to the anti-
abortion cause. The strategy of
“coming out” has personalised this
debate as surely as the sonogram. A
CNN poll last year found that 49 per
cent of Americans report having a
family member or close friend who
is gay – up 17 points from 1994. A
human face always makes harsh
judgment more difficult.

Also similar to the anti-abortion
movement, many gay rights
advocates have shifted their political
argument. The activism of the 1970s
was often motivated by sexual
liberationism. But a generation of
thoughtful gay rights advocates has
made the argument for joining
traditional institutions instead of
smashing them. 

The gay rights movement could
still provoke a backlash. But, so far, it
has succeeded for many of the same
reasons that the anti-abortion
movement – to a lesser extent – has
succeeded. Whatever your view on
the application of these arguments,
this is the way social movements
advance in America.
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